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ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


WEDNESDAY, MAY 18, 1955 


House or REPRESENTATIVES, 
SuscoMMITTEE ON Minitary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 11 a. m., in room 1501, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield pean McCormack, Fas- 
cell, Garmatz, Hoffman, Riehlman, and Lipscomb. 

Also present : Michael P. Balwan, staff director. 

Mr. Ho.trtecp. Gentlemen of the subcommittee, we have before us 
Mr. Mansure, Administrator of Government Services, and Mr. Max 
Elliott. 

I do not know the names of some of you gentlemen, right offhand. 
I will let you introduce them, Mr. Mansure. 

Mr. Mansvre. Mr. Chairman, I wonder if they could come up, and 
you could talk to them. This is a sort of executive subcommittee 
meeting. 

Mr. acima. Tom Kennedy, we do not have to introduce. You 
were counsel of this subcommittee, and it seems like home to welcome 
you back. 

Mr. Gasqur. My name is Charles W. Gasque, Jr., Assistant Gen- 
eral Counsel. 

Mr. Tuomas. John Thomas, Director of Personal Property, Utili- 
zation Division, GSA. 

Mr. Tourriz. Lewis C. Tuttle, deputy to Mr. Thomas. 


STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION; ACCOMPANIED BY MAXWELL H. 
ELLIOTT, GENERAL COUNSEL; THOMAS PEYTON, DIRECTOR OF 
REAL PROPERTY, DISPOSAL DIVISION ; JOHN THOMAS, DIRECTOR 
OF PERSONAL PROPERTY, UTILIZATION DIVISION; LEWIS C. 
TUTTLE, DEPUTY DIRECTOR OF PERSONAL PROPERTY, UTILIZA- 
TION DIVISION ; CHARLES W. GASQUE, JR., ASSISTANT GENERAL 
COUNSEL; THOMAS A. KENNEDY, ASSISTANT GENERAL COUNSEL; 
PRESTON C. JUMONVILLE, CHIEF OF PROGRAM ESTIMATES AND 
ANALYSIS BRANCH, OFFICE OF THE COMPTROLLER; AND WILLIS 
S. McLEOD, DIRECTOR, STANDARDS DIVISION, FEDERAL SUPPLY 
SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Houtrtevp. We are glad to have you gentlemen here, and the 
other gentleman over there is so modestly taking out a cigarette, is 
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Mr. Maxwell Elliott, the distinguished counsel. He has been before 
this subcommittee many times. 

The purpose of this meeting, Mr. Mansure, is for you to give to 
the subcommittee the benefit of your thoughts on the surplus property 
report of the Hoover Commission, and particularly to comment on 
those sections which refer to your department, and to such adminis- 
trative changes as have been recommended which you deem to be either 
proper or improper, and also as to drafts of legislation which ma 
be necessary to implement those recommendations, which you think 
should be implemented if legislation is needed . 

We call this an executive session for the purpose of having a frank 
discussion. We will say this, that the subcommittee wants to reserve 
its right to subsequently make this testimony public if it deems that 
it would be advisable, in public hearings which we later have. 

So if there are any comments which you wish to make at any time, 
if you will ask permission to go off the record and make them to the 
subcommittee, those comments will be considered confidential, and 
only the transcript will be printed subsequently in case the subcom- 
mittee does decide to release it. 

Mr. Mansvre. That will be fine. We appreciate that a great deal. 

I might say this: I know that you will want to ask questions, so that 
we have briefed this down very quickly, and we have taken the first 
recommendation, which is in four sections, (a), (b), (c), and (d), 
and rather than refer to them individually, we have taken recom- 
mendation No. 1, and merely state that we endorse all phases of this, 
and we feel that this recommendation is extremely important. 

Mr. Fascetxi. Excuse me. Let us find that in the report. 

Mr. Mansovre. That will be on page 10. 

Mr. Houtrrevp. Page 10 of the report. 

Mr. Fascet.. Now, wait a minute. Excuse me. Are we talking 
about the task force report or the letter ? 

Mr. Exxiorr. ‘The Commission report. 

Mr. Ho.irretp. Mr. Reporter, as Mr. Mansure calls attention to 
these recommendations, we will want those recommendations to be 
printed in the record prior to his comment upon them, as he calls the 
number of each recommendation. 

Mr. Kennepy. If I may interrupt here, Mr. Chairman, I have ex- 
tracted each recommendation on a sheet of paper which we could offer 
the reporter, and he could insert them at the appropriate point. 

Mr. Ho.irtevp. That will be done. 

(Recommendation No. 1 is as follows:) 


RECOMMENDATION No. 1 


That the Secretary of Defense: 

(a) Direct the downward revision of authorized stock levels to more realistic 
limits, particularly for common use military and other items which are readily 
available from current production or which rapidly become obsolescent; 

(b) Require that stocks on hand do not exceed authorized levels; 

(c) Require the rapid elimination of present excess stock, or that becoming 
excess as a result of (a) and (b) above, by redistribution to the maximum extent 
possible ; and 

(d) Prohibit further expenditure of funds for the purchase of items in excess 
supply until such stock have been brought down to the newly validated stock 
levels. 
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Mr. Mansvre. Now, that is divided into (a), (b), (c), and (d), and 
we consider all of these extremely important recommendations. 

While the primary responsibility rests with the Secretary of Defense, 
the carrying out of these recommendations also involves GSA. As 
inventory levels are reduced on numerous common-use items, such 
property can be put to good use by preventing new procurement else- 
where in the Government. 

GSA has a new arrangement with DOD, which is admirably suited 
for handling excess common-use property of DOD. 

Now, we might give you an example, and if you want to use this, it 
is perfectly all right. If the committee decides they want to keep it 
just as committee information, it is at your discretion. 

Do you, John, want to report on that? 

Mr. Tuomas. Yes. 

As an illustration of the rather large stock levels, the Department 
of Defense, nationwide, has approximately somewhere between 50 
million and 60 million pairs of heels, rubber heels. These heels are 
from 7 to 9 years old. Informally we have been advised that the cost 
of handling and storage runs approximately $500,000 a year. 

I have some other illustrations, if you would like to have them, but 
I think that illustrates the point. 

Now, the condition of the heels, as we have quickly assumed, is that 
they are very hard; they are very brittle. I do not see how they can 
ever be used as heels as such. We have not had it reported to us, as 
excess. 

As far as a long-supply item is concerned, an illustration would be 
450,000 Navy blankets. DOD identifies these as a long-supply item; 
therefore, they have not and do not intend to offer them as an excess 
item for screening by GSA. They were holding these in one of these 
categories of stock levels as a long-supply item under one of the four 
that is mentioned in the Hoover report. 

Another illustration which just came to our attention this week is 
this mat, for instance, Lew, how many are there of these? 

Mr. Torrie. There are 6,800. 

Mr. Tuomas. There are 6,800 of these. They were reported to GSA 
as in new and excellent condition. They cost the services $1.69 each. 
And I would just like to illustrate a point here. 

The minute you touch one of these, they break. 

Mr. Garmatz. Dry rot; is that what you would say ? 

Mr. Tuomas. Normally a manufacture of this type is made from 
reclaimed rubber to begin with. Therefore, the life expectancy of it 
would be very short. 

Those are some of the illustrations. 

Mr. HotrirreLp. Now, were they reported voluntarily by them? 

Mr. Tuomas. Yes, they were reported. 

Mr. Hoxirtetp. They were reported, but were they reported at a time 
when they had lost their use? 

Mr. Tuomas. Yes. 

Mr. Hotirtetp. Now, this gets to a basic question, and we cannot go 
into it right now, of how to get DOD to report in time, articles which 
can have recoverable value or usable value. 

Mr. Mansore. That is what we are trying to bring out. 

Mr. Tuomas. That is what we are trying to bring out. 
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Mr. Ho.trretp. You think that recommendation No. 1 would or 
would not cover that? 

Mr. Mansour. It would be helpful. I do not think it would be 
all-inclusive; do you, recommendation No. 1 

Mr. Tuomas. No. 

Mr. Hotirre.p. Because they still retain the power of determination 
as to level? 

Mr. Mansore. Correct. 

Mr. McCormack. Where would the General Services come in on 
this recommendation ? 

Mr. Mansvre. On No. 1? 

Mr. McCormack. Yes. 

Mr. Exuiorr. Under (c), particularly, Congressman McCormack, 
and that is the rapid elimination of present excess stock. 

Mr. Mansvre. No, unless we can come into it quickly, we cannot be 
helpful. But if we can get into it in the beginning, then we can start 
placing these various items where they can be used rather than buying 
something else. 

We are interested in two things: First of all, to stop the buying of 
something that is not necessary. 

Mr. McCormack. Have you that authority under the law? 

Mr. Mansvure. If we have these items, no one would want to pur- 
chase them, if we could place them for use. 

Mr. Exuiorr. We have the legal authority, Mr. McCormack, to say 
to agencies that they cannot buy new materials if there are on hand 
available excess materials. 


Mr. McCormack. How do you know when they are excess? 

Mr. Houtrtetp. That is the problem. 

Mr. Mansvre. You put your finger right on it. 

Mr. Ho.trtevp. That is the owe A Presidential directive to 
i 


the Defense Department to eliminate these long supplies such as 
hamburgers and other things, could achieve this. 

Mr. Mansovre. Yes. 

Mr. Houtrtetp. But if you as Administrator would come to us with 
a vigorous statement, such as based on things like this, documented to 
the effect that in your belief the Department of Defense was maintain- 
ing an unneeded long supply of many items until they became so 
obsolescent or unusable that their declaration was a mere formality 
and of no benefit to the Government, either as to use or as to sale, if 
you would come up with some type of vigorous presentation like that 
to us, it would give us a little bit of something to go on. 

Mr. Mansvre. I am sure we could do that, yes. 

Mr. McCormack. Now, I will pursue my question now. 

How do you know when they are declared excess ? 

Mr. Tuomas. How do we know when they are declared excess? 

Mr. McCormack. How do you know that there is an excess stock 
prior to the Defense Department declaring it excess? 

Mr. THomas. We do not know it, sir. 

Mr. McCormack. In other words, you have no authority to go in 
there and say, “Here. This is excess,” but you are notified now under 
your regulation effective May 6; is that it? 

Mr. Tuomas. Let me put it this way, Mr. McCormack: We can 
go in and survey and report over quantities. Now, we have that 
authority. 
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Is that not correct, Mr. Elliott? 

Mr. Ex.xiorr. That is correct. 

Mr. McCormack. Do you exercise it? 

Mr. Houtrtetp. Do you do it? 

Mr. Tuomas. In civilian agencies it has been done. 

Mr. Houirtetp. But it has not been done in the military. 

Mr. Tuomas. It has not been done in the military. 

Mr. Houirtevp. Because of lack of personnei and lack of appropri- 
ation to do the job? 

Mr. Tuomas. Yes. 

Mr. Mansure. How did we find those typewriters that we sold? 

Mr. Tuomas. We found those typewriters through the grapevine 
of information. 

Mr. Houirtetp. You get tips occasionally ? 

Mr. Mansvre. That is the only way. 

Mr. Tuomas. I would like to go back to these long-supply items, 
which illustration is very typical of this subject. The other day we 
found, by the Navy Department forwarding us a copy of an invitation 
to bid, that they were selling a large quantity of band instruments. 
They had never been reported to us, all brandnew, every kind of in- 
strument you could think of. And by doing a lot of work on it, we 
were able to stop the sale of these items, and get the Navy to consider 
donating them. 

We have another one that is coming up. 

Mr. Batwan. Was that a stock-fund item that might have been sold ? 

Mr. THomas. That is correct; $125,000 worth, as I understand it. 

Mr. Batwan. How do you get it out from under the stock fund for 
donation without reimbursement ? 

Mr. Tuomas. By GSA’s changing its regulation to make stock-fund 
property available for donation. 

r. Hoxirretp. As a result of the McCormack Act? 

Mr. THomas. Not exactly. That bill certainly added impetus to our 
recent regulation change, however. 

Now, the next week, in checking that sale, we brought to light an- 
other sale that was going to take place, the next week, in Philadelphia, 
where they were selling approximately a quarter of a million dollars 
worth of band instruments. That isthe Army. And we are endeavor- 
ing now to stop that sale, and we have allocated them under our new 
regulation change, for donation for educational purposes. Every 
school in the country needs band instruments. 

Mr. Houtrrerp. Would it be possible under the McCormack Act, 
now that it has been passed, for you to utilize that as a base for a 
more active survey of all types of surplus stocks? 

Mr. Tuomas. We still get back to money and personnel. 

To answer it, we could use it, but we still get back to that bugaboo 
of money and men. It should be done. 

Mr. Fascett. You get back to another one, too, do you not, and that 
is the question of double administration ? 

Mr. Turruz. Mr. Chairman, I think we feel that the primary re- 
sponsibility, the basic incentive, has got to be with the holding activi- 
ties to operate their inventories in a very sound manner. 

Mr. Fascetu. Right. 

Mr. Turrix. There should be checks on such practices, but I do not 
think that you can have an independent outside agency given the pri- 
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mary responsibility for seeing to it that some agency like Defense is 
going to keep these various reserve levels at the place where some inde- 
pendent agency thinks they should be. 
Mr. Houirtep. That is right. I agree with you. I was only speak- 
ing from the standpoint of survey and reporting, and not directing. 
r. Exxiotr. Could we go off the record, Mr. Chairman ¢ 
Mr. Hoxrrrexp. Yes. Off the record. 


(Discussion off the ee 

Mr. Houirrevp. Back on the record. 

Mr. Lirscoms. Do you get notice of all of those sales all over the 
country ? 

Mr. Tuomas. The answer is mostly “Yes.” 

Mr. Mansure. Do you think we actually get notice of all the sales? 

Mr. Tuomas. I think that we get copies of a majority of the offer- 
ings. I do not believe that we get all of them. : ; 

Mr. Rreniman. Did he not say he did not get the information on 
the Philadelphia sales? 

Mr. Mansvre. That is right. That is why I asked the question. 

Mr. Rreuiman. It was through the grapevine, as I understood it, 
that you got tipped off on the Philadelphia sales, That is the reason 
that I asked the question. ‘ 

The suggestion that I have is that if you are not getting this infor- 
mation, the committee certainly has the authority and the right to 
ask for this information. 

Mr. Lipscoms. Is DOD required to send you the information of 
sales ? 

Mr. Mansoure. Yes. 

Mr. Tuomas. They are required to send us copies of all sales. 

Mr. McCormack. Prior to that, they were declaring them exchange 
sale items rather than excess. 

Do you get the idea? They were declaring them stock-fund items, 
exchange sale items, instead of excess. If they declared them excess, 
then they had to go to report to General Services, and the General 
Services explored the other agencies to see if they had any use for 
the property declared excess, and if not, then it got down to the donable 
property level; is that correct? 

Mr. Tuomas. That is correct. 

Mr. McCormack. But when it is exchange sale, you see, they use 
that technical term “exchange sale,” then they say it is not surplus 
and they go ahead with these auction sales. 

as: Batwan. They have to screen that, though, do they not, in that 
case ¢ 

Mr. Tuomas. That is right. They evidently just bypassed us on 
the Navy musical instruments. They bypassed the regulation. That 
part of it that is required for reporting, we did not get it. No. 2, they 
tried to bypass that section of our regulation that said that stock-fund 
property is donable. 

Mr. Batwan. That is highly irregular. 

Mr. Houirrexp. It is not the intent of the law 

Mr. Batwan. The normal procedure is to report all excesses for 
screening to you. 

Mr. Tuomas. It should have been reported. 

Mr. Batwan. This was an exception to the rule? 
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Mr. Tuomas. This was an exception that got by without being re- 
ported. 

Our regulation would call for that item to be reported. 

Mr. Garmatz. Did you ask for their excuse as to why they did not 
report it? 

Mr. Tuomas. I have asked that question, sir. We do not have the 
answer yet, 

Mr. Houtrmip. Mr. Pike will be before this committee subsequent- 
ly, and we can direct questions to him along the line of proper report- 
ing and complete reporting. 

Mr. McCormack. Did they deny it ? 

Mr. Tuomas. No, they did not deny it. They have not answered 
my inquiry tothem. We go through the materia] redistribution group 
to get that information from Mr. Pike’s operation. We could not find 
that in GSA’s record. We made a complete search, 

Mr. Mansure. The point that we are trying to illustrate is that we 
do not want to dwell on one comparatively small item, but we have no 
way of knowing how extensive this comparatively small item is 
throughout the country. That is the point that we are bringing out. 

Mr. Houtrtevp. And you use this as an example that there may be 
many items which could be used by schools or other nonprofit insti- 
tutions, but on which you do not get the primary report ? 

Mr. Mansure. We feel that, being a service organization, as GSA is, 
there should be a more cooperative attitude, that they should make 
more use of our facilities. That is the job we are supposed to do. 

Now, we do not have the funds or the personnel to go around and 
dig all these things out. Over a year’s time, the savings may be very 
substantial. 

Mr. Houirtecp. Have you made a request in your budget prepara- 
tions for additional funds for the purpose of surveying these areas of 
possible excess property ? 

Mr. Mansvure. I do not know. On real property we did. Did we, 
on personal property ? 

Mr. Tuomas. No. 

Mr. Mansvure. No; not for a specific department, we did not. 

Mr. Houtrretp. Do you not think it would be in line with the rec- 
ommendation which seeks to increase the function of your department 
in this surplus property report, for you to come to the Congress with 
a budget which will be adequate to do this job? 

Mr. Mansure. I believe the best answer to that, Mr. Chairman, is 
the comparison of a dollar spent, and what is our return, John, that 
you have there ¢ 

Mr. Tuomas. For every dollar that we spend—this is the yardstick 
that we use—we get a return of something over $100. That is for 
utilization. 

Mr. Mansure. Utilization. 

Mr. Tuomas. Now, of course, that does not cover this area which 
we are talking about in the discussions as far as survey is concerned. 
That would be over and above, as you indicated. That would be in 
addition to what we now do on the utilization side. 

Mr. Houtrtetp. Now, I get back to my question. Have you or do you 
intend to request, Mr. Mansure, appropriations for personnel to carry 
out the recommendations which have been made here? 
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Mr. Mansure. We would, now that we have this legislation that we 
have more backing. And I feel that we could easily justify it. 

Mr. Houirterp. All right. Now, another general question. 

Are you going to plan to bring to this committee or to send up to 
the proper committee of Congress legislative recommendations which 
will strengthen your hand ? 

Mr. Mansovre. I believe we should offer them to this committee, 
and then if the committee feels that it is not within their province, it 
should be passed on, because we look to this committee to work 
through in this phase of our operation. 

Mr. Houtrretp. And you do have plans now for sending up amend- 
ments to the act and such suggestions as may be necessary to imple- 
ment some of these socvammieneieigebiens’ 

Mr. Mansvre. Yes. 

Mr. Exuiorr. We do, Mr. Chairman. 

If I could make one comment in connection with the report on sur- 
plus property, one of the recommendations of the committee is to 
eliminate the various statutory exemptions with respect to the han- 
dling of excess and surplus property. 

Mr. Hortrtetp. Yes. 

Mr. Exxiorr. We feel that those exemptions should be eliminated 
across the board, not merely for the handling of excess and surplus 
property, but also for the procurement and supply and related activ- 
ities, such as inspection and traffic. 

Mr.McCormack. Transportation and so forth? 

Mr. Exuiorr. And transportation, yes. 

Mr. Ho.trrerp. I am glad you are thinking along that line, and I 
hope you will not delay your legislative drafts. 

Mr: Rrentman, Mr. Chairman. 

Mr. Hotirtretp. Mr. Riehlman. 

Mr. Riewitman. Mr. Chairman, I just want to bring this point up 
very briefly and quickly with Mr. Mansure, because I am sure he re- 
calls the recommendations made by our committee last year with 
respect to the relationship between The General Services Administra- 
tion and the Department of Defense and the strained cooperation that 
existed there at that time. 

You will recall at that time—I believe I am correct in this—that you 
and Assistant Secretary Thomas, at that time Assistant Secretary of 
Defense for Supply and Logistics, came into my office, sat down and 
discussed this program, and at that time there was a general agree- 
ment between you, as the Administrator of GSA, and Mr. Thomas, as 
Assistant Secretary of Defense for Supply and Logistics. 

Am I correct in that? 

Mr. Mansore. That is right. 

Mr. Rrentman. What has really happened to that agreement? 

Mr. Mansvre. First of all, I — = ne over ” ee has 
been a t deal of progress from the standpoint of cooperation. 
Now, tie time that Charles Thomas and I were there, we had a 6- 
month trial period on the concurrent screening. That period has now 
elapsed, and it was found not to be successful. We have reverted back 
to the previous basis. 

What did we do on that? { 

Mr. Tuomas. With some improvements. We salvaged some things, 
but we improved it across the board. 
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Mr. Mansvre. But we cut out the concurrent screening ? 

Mr. THomas. Yes. 

Mr. Mansvre. Now, the reason for that was very simple. You take 
a common-use item, for example, and offer it to a civilian agency at 
the same time the military is screening, get them interested in it, and 
then along will come a military department. They will say, “Well, 
we are going to consider that.” 

This civilian agency is not going to.wait while one of the services 
decides whether they want to use it or not. So then the civilian agency 
insists that we buy a new item for them. So the effectiveness of the 
whole program was lost. We were not stopping the new purchase, 
but rather we were making the new purchase, and then at the end of 
the period of time, maybe the item still was not used within the mili- 
tary system. Now, that has been overcome. 

will say this, that Mr. Pike and his immediate staff have been very 
cooperative. We do run into a lot of layers before Secretary of De- 
fense yt instructions get down to the operating level, and I hon- 
estly feel that it is their desire to cooperate, but it is too much of a 
spread in between the OSD point and where we actually get to the 
working operation of each military service. That is how these things 


eo 

ow, the only way that that ean be eliminated is for the people who 
have the authority in Defense to say, “This is the way it is going to be 
and that is the only way it is going to be,” and then we can begin to 
function. 

Mr. Rmuuman. Now, that has to come from Mr. Pike’s shop, 
7a 

Mr. Mansvre. I would think so, but I would want him to answer 
that order of procedure. 

Of course, this applies to the 3 branches of the service, and not just 
to 1, and that is why it is Defense. 

Mr. Lirscoms. Mr. Chairman, Mr. Mansure, at this lower level, 
are you working with military and civilian ? 

Mr. Mansvure. Yes; a combination of both. 

Mr. Tuomas. A combination of both, with the authority resting in 
the military. 

Mr. Rireutman. That is the point. They always have at the top 
echelon a military man, and then a civilian under he, is direction, 
carrying out their activities. 

Mr. McCormack. You made a very interesting statement, that over 
a year’s time, savings may be substantial. Will you explain that and 
clarify that ? 

Mr. Mansovre. There is a double saving. First, we feel that there 
are a good number of cases of this kind that, by bringing them out, 
we can bring about substantial savings; by getting good property 
which is not needed by the Department of Defense reported to GSA, 
that is, 

Now, we had some figures the other day that were given to me. 
What does that amount to on the utilization achieved by GSA in 
millions of dollars? Was that $56 million ? 

Mr. Turtie. $58 million, last year. 

Mr. Mansvure. $58 million. 

We feel in that program that we are really only scratching the sur- 
face. We are not even down to paydirt yet, and still you have $58 
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million of good excess property transferred for further use in the Gov- 
ernment instead of sale for less than its worth to the Government. 

Mr. McCormack. Do you think that there could be a higher return 
on the salable goods ? 

Mr. Turriz. Yes. 

Mr. Mansvre. Oh, yes. 

Mr. McCormack. Howmuch? Any idea? 

Mr. Tuomas. If we increased it 5 percent and then sell about $2 
billion worth, if we increase the present return by 5 percent, it will 
give you an idea of the tremendous amount of additional returns that 
we get. 

r. McCormack. What do you think you could increase it by ? 

Mr. Tuomas. I think, and my own personal feeling is, Mr. McCor- 
mack, that we can make the 5-percent increase. It would not be very 
difficult. 

Mr. McCormack. Is the Hoover report correct that a 1-percent 
increase would be $20 million ? 

Mr. Turtrtte. I think, Mr. McCormack, that was used again as an 
example of how fast savings would build up with any improvement 
in there. 

Mr. McCormack. Now, have you made a survey of some of the sales 
made to determine their character, whether good, fair, or bad? 

Mr. Tuomas. Yes. 

Mr. McCormack. Have you got the information available ? 

Mr. Toomas. Yes. 

Mr. McCormack. I ran across that, and I happen to have some evi- 
dence here, and I thought it would be very interesting. 

Mr. Rrentman. Would you yield at that point, John ? 

I wonder if, in the report on the sale, you have any idea of the 
types of items that were disposed of, because in our experience there 
has been a tremendous variation in the percentage of return in terms 
of acquisition costs, depending upon the type of equipment or the 
article that was disposed of at that time ? 

I was just saying to Glen that in many fields, particularly in the 
electronics field, where the equipment was very, very expensive and 
the acquisition cost was high, there are no uses for it. And in those 
sales, your percentage is way, way down. But that is no excuse for, 
in the case of other items where there is a good market and the sale 
value should be greater, I believe, their not getting a greater return 
and a greater percentage. 

I think it is most helpful to us to know the types of items sold, be- 
cause we cannot judge properly the percentage of return unless we 
know the item that has been disposed of. 

Mr. Tuomas. That is right. 

Mr. Horirretp. That is right. 

Mr. Rreutman. I think that is very, very true, and we get the wrong 
impression many times. I say that only to clarify whatever state- 
ment you may make with respect to the sales, or the observation you 
have made, or conclusions you have come to, with respect to the sales 
that you have observed. 

Perhaps on usable common-use items you might get 50, 75, or 100 
percent recovery. On airframes, on obsolete electronics, which are 
very expensive, ships’ parts and things like that, you get absolutely 
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nothing but junk prices or scrap prices, because they have no market 
in the domestic economy. 

Mr. Tuomas. I believe I can answer both questions here. I will 
take Mr. McCormack’s first, and I think I can answer yours and follow 
through what we are doing now. 

Mr. Rreuuman. Good. 

Mr. THomas. We made a spot check, and a survey analysis, of 528 
offerings, by all military service across the board. We rated those on 
three principal criteria: Lotting, descriptions, and overall lack of 
“know-how.” And we found in that analysis that over 40 percent of 
those were just very poor offerings, just poor. Just from a mer- 
chandising standpoint, they just missed the boat completely. 

Mr. Rreuiman. Let me get that point clear in my mind. Would 
you restate that? I want to be sure that I understand what you are 
saying. 

Mr. Tomas. Of 528 sales offerings items that we checked over a 
very recent period, by all services, Army, Navy, Air Force 

Mr. McCormack. What dollar value did that include, by acquisi- 
tion ¢ 

Mr. McCormack. $125 million is my information. 

Mr. Tuomas. About $125 million is what we estimated ; acquisition 
cost. 

And in checking those and rating them, as I indicated, there were 
over 40 percent of them that were just poor offerings, approximately. 

Mr. Rrentman. Now, you mean poor publicity given concerning the 
sale and the manner in which the sale was set up ? 

Mr. Tuomas. These things became evident. Lotting too large and 
too small, descriptions, confusing instructions, arbitrary requirements, 
unwise selection of method and markets, and inconsistent terms and 
conditions. In many instances there was information in the offering, 
for example, that this piece of equipment does not meet the contractor’s 
normal production standards. I mean, there are all types of state- 
ments making surplus unnecessarily unattractive, except to scrap deal- 
ers. And we are in the process now, Mr. Riehlman, of making a second 
survey, and we are going further than we did in this first one. That 
will not end until about August 1, because we want to go a little 
further. 

There was evidence that many descriptions were misleading or just 
plain inadequate. They have downgraded; the property was poor, 
and so forth and so on. 

Mr. Rreuiman. May I interrupt to say that this is exactly what 
our Military Operations Subcommittee found during the 83d Con- 
gress, and it is in our report. We recommended that the personnel 
used in that field of disposal be of a greater or a better caliber, because 
we found the people just were not qualified to really and truly handle 
that type of merchandising program. It was in our recommendations 
last year, and apparently the same thing is true at this time. 

Mr. Tuomas. That is right. 

Mr. Exxiorr. Mr. Riehlman, I think you put your finger on a basic 
problem there. 

Recommendation No. 10, incidentally, of the Hoover Commission 
states that “The Administrator of General Services exercise his author- 
ity to provide adequate regulations governing disposal methods and to 
establish effective disposal procedures.” 
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Then in recommendations 11, 12, and 18 the Commission goes on to 
detail some of the methods. Now, the plain truth of the matter is we 
can write all the regulations we want and we can have a 12-foot shelf 
of regulations. But they are not going to do any good. We have got 
to take our coats off and go out and work with these folks on the job 
and show them. 

In that connection, Mr. Thomas and Mr. Tuttle and their associates 
have developed a practical, or what we think is a practical, long-range 
plan that will carry out these recommendations of the Hoover Commis- 
sion, that were made also last year by your subcommittee. In answer 
to Mr. McCormack, to your previous question, Mr. Thomas has said 
that he feels they can increase gross recovery by about 50 percent 
through the use of this plan. 

Mr. Rreutman. May I add this, Mr. Counsel ? 

Mr. Exniorr. Yes, sir. 

Mr. Rreuiman. No matter how good the plan is, unless you have 
qualified people to carry it out, you are not going to get the results 
you are looking for. 

Mr. Exuiorr. That is right. 

Mr. Rreniman. And I think it is important to see that the military 
people have in this program qualified: people as well as rules and regu- 
lations to operate on. 

Mr. Exxiorr, That is perfectly true. And the plan contemplates, 
sir, that we will roll up our shirt sleeves and that we will go into 
selected localities and actually do the selling. In many places we will 
show them on the job how to do the job. 

Mr. McCormack. The hearings we hed on 3322 show that the dispos- 
ing officer usually was the rank of first lieutenant, captain or major, 
never above major, and they were Reserve officers. 

Mr. Rrextman. That is right. 

Mr. McCormack. We did not go into that too far because I did not 
want to get into important fields which would extend the hearings on 
the bill, because you might get confused and create a lot of difficulties 
to the immediate objective, which was to meet the order of the Defense 
Department of February of last year, which had a very disastrous 
effect upon donable personal property. 

Mr. Rreniman. May I say this, that in Jacksonville, Fla., last year, 
I think, in one of their disposal programs down there, they had a Wave 
down there; I don’t know what her rank was, but a Wave who had 
never had, certainly, any civilian experience in merchandising, selling 
anchors or ships’ parts or anything else. But she was in charge of the 
agg, ; 

John, I feel keenly about this. They assign, as you say, low-rank 
military people without any experience to this disposal program, and 
then this top-echelon military disposal man does not do the work, but 
the poor civilian civil-service employee down below in the grades 
actually does the work. 

And the pay that is being paid to those fellows was absolutely 
astounding. I found in one big disposal program a man whose back- 
ground and experience had been a salesman in Sears, Roebuck of 
flooring. I have no argument with his previous experience. That is 
perfectly all right. And I have no argument with the man trying to 
get a better job and make a better living for himself and his family. 
But the man was not qualified to carry on that type of job. The only 
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experience he had had prior to taking over that big project was selling 
flooring in Sears, Roebuck stores. 

Mr. Mansovre. Retail operation ? 

Mr. Rirewiman. Retail operation, absolutely. 

Now, those are the things that I think have got to be cleared up, 
and there has got to be some pressure put on the Department of 
# Defense and the Military Departments to see that you get people in 
this disposal program who are qualified and have some background 
in merchandising. It isa big, big job. 

Mr. Mansvure. Even regardless of rank, because the rank might 
be high, but they have no background. 

Mr. Rizntman. That is entirely true, sir. 

Mr. Mansure. We thought we had copies of this for each member 
. of the committee. We will see that you get them. The plan fully 
‘ recognizes that, as a first thing, we must have persons qualified in the 
4 merchandising of items. If you do not have that, you are just lost. 
The whole thing bogs right down. 

Mr. Extiorr. We have additional copies right here. 

Mr. Mansvure. We have them here. 

Mr. Houtrretp. We are going to have to move along. It is 12 
o’clock. The House is in session. We are going to have to move fast 
if we are going to finish. But while I do not want to cut off any 
general discussion, because I think it is important, I think we ought 
to move along with these recommendations as soon as we can, either 
that or plan to come back in session at 2 o’clock in the afternoon. 

The Reserve bill is on, and we will be voting. 

Mr. Fascetyt. We have amendments. 

Mr. Houtrretp. There will be amendments. I do not think we could 
do that. So I think we had better work as fast as we can now. 

Mr. McCormack. At this point in the record, Mr. Chairman, I 
think it would be interesting for the members of the subcommittee to 
have a report that I have received, that was prepared for me by Mr. 
Ward who is the staff member on the special subcommittee, and he 
did grand work, and this report, as I understand it, is based upon 
his inquiry of the General Services Administration on questions which 
I asked, and I think it might be well to have it in the record. 

Mr. Houtrtevp. All right. 

Mr. McCormack. May I get the original back? That is the only 
one I have. 

Mr. Houirtetp. Without objection, it will be received in the record. 
(The document referred to is as follows :) 
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COMMITTEE ON GOVERNMENT OPERATIONS, HOUSE OF REPRESENTATIVES 


MEMORANDUM 


“i geri 


SALES OF SURPLUS PROPERTY 






Sales of surplus property are taking place almost daily in many locations 
in the United States. Perhaps 90 percent of the volume comes from the Depart- 
Ff ment of Defense. 


ANTICIPATED VOLUME 






Estimates are that the volume of military surplus will be $3.5 billion acquisi- 
tion cost this fiscal year and at the rate of $2 billion annually for an indefinite 
period. 
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RETURNS FROM MILITARY SALES 


Various figures are given as to returns from military sales. The gross 
returns according to GSA are from 6 to 8 percent of acquisition cost. Since all 
kinds and types of materials are included some items bring more—some less. 


POSSIBILITY OF GREATER RETURNS 


The Hoover Commission Report on Surplus Property states that a 1 percent 
increase in returns would amount to $20 million. The question is whether a 
greater percent of return might logically be expected. The answer is undoubtedly 
“ves,” 

Since the military departments are primarily interested in disposing of ma- 
terial—unblocking of depots, the matter of returns is a secondary consideration 
and qualified personnel are not available for assignment to sales activities. 

A conservative estimate by experts in GSA is that the gross return of 6 to 8 
percent could undoubtedly be increased to 10 percent by: 

1. More accurate marketing. 
2. The use of more skilled merchandising techniques. 
3. More careful selection of methods of disposal, i. e., sealed bid, negotiated 
bid, ete. 
ANALYSIS OF MILITARY SALES 


Exhibit 1 indicates that an analysis of 528 sales conducted by the Depart- 
ment of Defense in December 1954 and January 1955 showed that : . ’ 
ercen 
Sales rated as good 
Sales rated as fair 
Sales rated as poor 


Reasons for this poor showing are summarized : 

Lotting: 

Too large 

Too small 

Unrelated items 
Descriptions: 

Inadequate 

Unwise 

Conflicting 

Too downgrading 

Vague 
Overall lack of know-how: 

Arbitrary requirements 

Method clearly unwise 

Inspection period too short 

Confusing omissions or additions 

Inappropriate and confusing conditions or instruction 

Department of Defense disposal officers, according to General Services Admin- 

istration, have freely admitted these faulty practices and are taking steps to 
correct them. 


Mr. Horirtetp. Let us get on recommendation No. 2. 
(Recommendation No. 2 is as follows:) 


RECOMMENDATION No. 2 


(a) That the Secretary of Defense for his Department and the Administrator 
of General Services for all civilian agencies closely supervise the Federal Catalog 
program to insure its completion and effective use at the earliest possible date; 

(b) That the conversion phase be coordinated with the identification phase, 
and a master plan or program be formulated jointly by the Secretary of Defense 
and the Administrator of General Services for integration of the Federal Catalog 
into all aspects of supply management throughout the Department of Defense 
and the civilian departments and agencies of the Government. 


Mr. Mansvure. Recommendation No. 2 is (a) and (6). We cannot 
emphasize strongly enough the importance that we attach to the 
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recommendation of the Commission that the Federal Catalog program 
be completed and integrated into all aspects of supply management 
throughout the Department of Defense and the civilian departments 
of the Government. 

We have submitted a supplemental 1956 budget which at the same 
level in 1957, will catalog by the end of the fiscal year 1957 the items 
purchased by GSA through Federal schedule, store stock, and direct 
delivery contracts, including military supply support items. It is 
important that all other civil agency items be included in the catalog. 
If it is not done, the recommendations of the Hoover Commission can- 
not be complied with, as all civil agencies and military supply will 
not have been brought into the Federal Catalog system, and therefore, 
complete coordination and integration will not be accomplished. 

Mr. Ho.irtetp. You can report, then, that as far as the civilian 
agencies of the Government are concerned, you are on top of this job 
of identification and reporting of items within your cognizance? 

Mr. Mansure. I would not say that we are on top of it. 

Mr. Howirretp. How much have you done and how much remains 
yet tobe done? Can yousay that? 

Mr. Mansvre. Of course, that is what we propose to do by the 
supplemental budget, but before that, we will not be in a position to. 

Mr. Houirtevp. All right. How many men have you had working 
on this cataloging in the civilian departments ? 

Mr. Exxiorr. Practically none in the last couple of years, sir. We 
have not had an appropriation. 

Mr. Horirretp. Have you requested an appropriation for this pur- 

ose ¢ 

Mr. Kennepy. Mr. Chairman, Public Law 436 cut away the civilian 
end of the cataloging program, as you recall. 

Mr. Ho.irteip. It chopped off a part of it. I admit that it has 
a tremendous effect upon your custody, and put the obligation on 
the military to do most of the work. But it still left upon your 
shoulders the scrutiny of the items you had in your civilian agencies, 
a job to do there, did it not ? 

Mr. Kennepy. No, sir. 

Mr. Exxiorr. No, sir. 

Mr. Kennepy. It left us with one man to do work on the program 
where GSA once had a staff. The staff was removed. 

Mr. Houtrietp. You mean your appropriations may have left you 
that way ? 

Mr. Krennepy. Public Law 436 completely divorced us from that. 
It did not even give us too much access to continue a coordinated pro- 
gram. 

Mr. Hourrrerp. Was that common-use items within the civilian 
agencies? You have no obligation? 

Mr. Kennepy. We have an obligation but no finances and no au- 
thority more than a naked authority. 

Mr. Houtrretp. That is the point I am asking for. You do have 
an obligation ? 

Mr. Mansovre. An obligation, but no funds. 

Mr. Houtrtetp. Did you request funds for that purpose ? 

Mr. McCormack. Mr. Kennedy says, “No authority,” too. 

Mr. Houtrrevp. I think Mr. Kennedy is wrong. 
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Mr. Kennepy. Off the record a moment. 

(Discussion off the record.) 

Mr. Houtrtevp. Back on the record. 

We will reconvene Friday morning, unless there is some valid reason 
why we cannot make it. 

Mr. Extrorr. Then we will be here Friday morning at 10 o’clock 
unless Mr. Balwan calls us? 

Mr. Hottrtetp. That is right. 

(Whereupon, at 12:10 p. m., the subcommittee recessed, to re- 
convene at 10 a. m., Friday, May 20, 1955.) 
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FRIDAY, MAY 20, 1955 


House oF REPRESENTATIVES, 
SuscoMMITTEE ON MILITaryY OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 1501, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee), presiding. 

Present: Representatives Holifield (presiding), McCormack, Fas- 
cell, Riehlman, and Lipscomb. 

Also present: .Michael.P. Balwan, staff. director, and Ray Ward. 

Mr. HoutrreLp. What we would like to do, gentlemen, this mening 
is to go through each one of these recommendations and, if we wor 
at this and we do not become voluble in our questions and too voluble 
in our answers, why maybe we can get through the whole group by 
the end of the morning so that we will not have to call you gentlemen 
back again. I do not mean to cut you short on any of the testimony. 

What I would like, as we get these recommendations, is for you 
to give your thoughts on it without undue verbosity, but I want you to 
keep it within the framework of the subject. 


FURTHER STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION ; ACCOMPANIED BY MAX- 
WELL H. ELLIOTT, GENERAL COUNSEL; THOMAS PEYTON, DIREC- 
TOR OF REAL PROPERTY, DISPOSAL DIVISION; JOHN THOMAS, 
DIRECTOR OF PERSONAL PROPERTY,. UTILIZATION DIVISION; 
LEWIS C. TUTTLE, DEPUTY DIRECTOR OF PERSONAL PROPERTY, 
UTILIZATION DIVISION; CHARLES W. GASQUE, JR., ASSISTANT 
GENERAL COUNSEL; THOMAS A. KENNEDY, ASSISTANT GENERAL 
COUNSEL; PRESTON C. JUMONVILLE, CHIEF OF PROGRAM ESTI- 
MATES AND ANALYSIS BRANCH, OFFICE OF THE COMPTROLLER; 
AND WILLIS S. McLEOD, DIRECTOR, STANDARDS DIVISION, FED- 
ERAL SUPPLY SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Mansvre. Keep right to the point. 

Mr. Houtrrerp. I do not want to cut you short and, of course, we will 
govern our questions accordingly. 

I believe we had covered recommendation No. 1, had we not? 

Mr. Exzaorr. Mr. Chairman, we have 1 additional point with refer- 
ence to recommendation No. 1, regarding inventory levels. 

Mr. Wouirierp. All right. 
17 
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Mr. Exxrorr. A little over two years ago, we submitted to the Bu- 
reau of the Budget a legislative proposal for an amendment to the 
Holifield Act which would permit GSA to itself declare as excess the 
stocks of agencies, which were found to be in excess of the established 
inventory levels. 

At that time we agreed with the Bureau of the Budget to hold it in 
abeyance because we were unable to demonstrate a need for the legis- 
lation, that is, a failure to cooperate. However, in the past we have 
found this situation, and Mr. Thomas can give you the specific ex- 
amples. We found where stocks are in excess—and we invite the atten- 
tion of the agency to it, the one specific case where the Navy blankets 
which was mentioned Wednesday—they will not declare them excess. 
They will, however, say they are in long supply and permit us to trans- 
fer them. 

Now the difference is this, if they are in long supply, they insist on 
getting reimbursement at about their quoted book value. 

If they declare them excess, as we think they should, then the items 
are transferable under GSA’s lower fair value prices and even without 
reimbursement in some cases. 

Mr. Thomas, do you want to pick up on that? 

Mr. Tuomas. Well, I think you explained it fully, unless there is 
a question by the committee ? 

r. Etxrorr. You have a few more specific examples. 

Mr. Tuomas. We have blankets, as mentioned. We also have a type- 
writerexample. There were 5,000 typewriters. 

Mr. Horirretp. Will you please, as you read those off—unless you 
have them designated on your sheet which we will give to the reporter 
for inclusion in the record—we will ask what agency owns them and 
where they are located. Isee you have got that here. 

Mr. Tuomas. That isright. That is listed. 

Mr. Horirretp. You go ahead with your testimony, and without ob- 
jection, this will be inserted in the record at this point. 

(The paper referred to is as follows:) 


Random examples of utilization by GSA 


| 
Type of property | Holding agency | Transferred to — ed 


Telephone wire $2, 150, 967 
SE ncna> ahdinrenihieen CAA 378, 000 
Sewing thread vav ‘ 181, 000 
Hopper dredge.....-...-----.-| / : sions il Siloti d re 1, 184, 000 
Pe ea citinacdnéwandectuek 291, 284 
Shoe Packs--.-- ie lates | Marine Corps | FOA 166, 989 
Sewing machines z ; 76, 000 


Examples of overbuying 


| ae 
Type of property Service Location Quantity 


Acquired cost 


Typewriters___- ...-| Air Force | Mallory AFB 5 1 $685, 589 
Blankets ; wcan| Sen Clearfield, Ogden, Utah _______- 5, 123, 425,012 
Paper clips.............| Air Force... Cn ddd da aedvawess . 17, 578 
Wooden forks i Milas aaa wdc cachatagherntn , 844, 59, 114 
Wooden spoons. --.---- | Ls 5, 788 ! 12, 109 
EIR, oc vcccknanethnagentsons ia Saint ain 5, 271, 3 235, 188 


! Utilized through GSA. 
2 Fair value $2,126,641. 
4 Process of being utilized through GSA. 
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Mr. Mansure. I think you covered it. I mean, they understand 
what it is. 

Mr. Tuomas. If there is a technical question, I will be glad to ex- 

lain it. 
; Mr. Howirievp. There is this question: As a result of you making 
known to the owning agencies the surpluses, was there transferred 
either out of long supply or declarations of excess ? 

Mr. Tuomas. Out of long supply. 

Mr. Houirietp. There were transfers ? 

Mr. Tuomas. That is right. 

Now by the typewriters becoming available, we were able to stop 
procurement across the board on typewriters of these types. 

Mr. Hotirrecp. Were these new or used ¢ 

Mr. Toomas. New typewriters. 

Mr. Houtrtevp. All right. What happened on the blankets? 

Mr. Tuomas. On the blankets, as Mr. Elliott explained, they were 
made available on a reimbursable basis as long supply, but not excess, 
and they were transferred to the Federal civil defense with reimburse- 
ment which also stopped procurement. We saved, we think, some- 
where in the neighborhood of about $2 million. 

On the paper clips 

Mr. Horrrtetp. Go right down the line. 

Mr. Tuomas. On the paper clips, we are taking those, a portion of 
them, into our store stock where it is economical, and the balance of 
them will be used for filling agency supplies directly from that hold- 
ing point. 

Mr. Hottrrecp. Are these also in long supply rather than excess? 

Mr. Tuomas. No, they have been made excess. The last four items 
on there have been made excess. 

Mr. Hourrretp. All right. 

Now I notice that while there is 2,909,800 in supply, that you are 
only taking over 7,578. Is that boxes or individual ? 

Mr. Tuomas. That is the dollars, total dollars. 

Mr. Houtrretp. I see. I did not notice that. 

_ Mr. Tuomas. And the same is true across the board with the other 
items, 

Mr. Hottrtevp. Incidentally, this Cheli Air Force Base is right on 
the edge of my district. 

Mr. Tuomas. I would like to add that in these last four items that 
are listed here, we have an agreement with the Department of Defense 
whereby, on a case-by-case basis where these long, high inventories are 
reported to GSA as excess, we can work out an agreement with them 
for these common-use items. They are agreeable to hold them and 
store some of them for us, but only on a temporary basis. It has to be 
a case-by-case basis. However, they have gone along to that extent 
at the Secretary of Defense level. 

Mr. HouirreLp. Now, do you have any further recommendation to 
make as to legislation along the line of suggestions, Mr. Elliott? 

Mr. Exuiorr. Yes, sir, we do have some suggestions. 

Mr. Houtrtetp. Giving you the authority to go into these other 
agencies where you do find a surplus and force them to declare excess, 


or do you want the power in the General Services to declare this 
excess ¢ 
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Mr. Exxiorr. We feel that we should have the authority to direct 
them to report as excess, and if they fail to honor the directive, then 
the duty to report the facts to the Congress and to the Director of the 
Bureau of the Budget. We would ask that it be done under suitable 
controls, that is, that we would first give notice to the head of the 
agency and give him a reasonable opportunity to do it. Then, if he 
failed to honor the directive, to report the fact to the Congress and to 
the Director of the Bureau of the Budget. 
Ihave a copy here, sir, of this legislative proposal. 
A BILL To amend the Federal Property and Administrative Services Act of 1949, as 


amended, to provide for the more economical utflization of property within the executive 
branch of the Government 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Federal Property and Administra- 
tive Services Act of 1949 (63 Stat. 377), as amended, is hereby further amended 
by adding a new subsection (f) to section 202, to read as follows: 

“(f) Whenever the Administrator shall determine, through surveys conducted 
under subsection 206 (a) of this Act, or otherwise, (1) that any executive agency 
is in possession of any property (other than real property) in excess of inventory 
levels, as established by him in cooperation with the agency head, for authorized 
functions and personnel for approved programs and operations as confirmed by 
the Bureau of the Budget, and (2) that action under this subsection is required 
in the interest of economy and efficiency, he is authorized, after reasonable 
notice to the head of such agency, to direct such agency to determine such prop- 
erty to be excess property and to report and transfer or dispose of such property 
in accordance with the provisions of this title and regulations issued thereunder. 
If any executive agency fails to comply with such directive, the Administrator 
shall report the facts and circumstances to the Congress and to the Director of 
the Bureau of the Budget in accordance with subsection 206 (a) (2) of this Act.” 

Mr. Ho.trrevp. All right. Will you submit it? We will not place 
this in the record, but we will have the staff look it over. 

Mr. McCormack. You say, to have them report excess. Of course, 
if you had the power to order excess, that would be projecting itself 
into their department. Of course, that would be unwise. 

Mr. Exuiorr. That is correct, sir. 

Mr. Lirescoms. Mr. Chairman ? 

How would you determine that the property was excess ? 

Mr. Exuiorr. It would be determined on the basis of whether it was 
a supply in excess of the established inventory level. We are not ask- 
ing it as an arbitrary, across-the-board responsibility, but you see, 
under 206 of our act we have authority (1) to make surveys of agen- 
cies, (2) in cooperation with agency heads to establish inventory 
levels. And what we are asking for is the authority to issue neces- 
sary notices and directives when we find a supply in excess of that 
established inventory level. 

Mr. Horirtevp. In other words, you do not interfere with their right 
in their department to declare their own inventory level, but if you 
find that they are in long supply over that declared, you ask for this 
power to direct ? 

Mr. Exuiorr. That is correct, Mr. Chairman. 

Mr. Hottrtetp. This seems like a reasonable proposal on my part. 

Mr. Batwan. How will you learn, though ? 

Mr. Exuiorr. Through surveys, Mr. Balwan. 

Mr. Batuwan. You will have to have a team of people going through 
their arm or areas, looking at their stock level as they are set on the 
card, and then you will have to have people going through the inven- 
tory to see if they exceed that. 
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Mr. Mansure. We are doing that right along, now in civilian 
agencies. 

Mr. THomas. We handed out yesterday, or Wednesday, a copy of our 
proposed sale program, and this ties right in with that, since it does 
make it much easier for GSA to go through those inventories at the 
field level. 

Mr. HotirteLtp. But, you would also have the right to issue a direc- 
tive to them that, where in their own inventory accounting they came 
across these items, that they would automatically report them to you, 
which would, in effect, utilize their own system. And in addition to 
that, you would have the right to check to see if they were reporting 
those excesses promptly. 

Mr. Tuomas. As they should be. 

Mr. Houtrtetp. All right. 

Let us go to recommendation No. 2. 

Mr. Mansvure. Mr. Chairman, we were on that. We had covered our 
position on that, and you were ready to ask questions when we closed. 

Mr. Hourrtetp. That is right. 

Mr. Exatorr. Incidentally, Mr. Chairman, on checking the record, 
we find that you were absolutely correct, sir. Public Law 436 did leave 
with GSA the naked statutory authority to do cataloging. 

We submitted a proposal to the Bureau of the Budget, and if you 
want the details of what happened, Mr. Jumonville of our comptrol- 
ler’s office is here and could briefly cover that. 

Mr. Hotrtevp. I think maybe we should have that. 

Mr. JumonvitiE. Mr. Elliott, which year are you speaking of now ? 

Mr. Exxiorr. Of Public Law 436. 

Mr. HowirreLp. What we want to know is what the General Services 
Administration did to perform the residue of authorized activity which 
was left in Public Law 152 and not nullified by Public Law 436. 

Mr. Jumonvit1E. For fiscal year 1954, we requested of the Budget 
Bureau $130,000 to do the coordination work and a small element of 
internal cataloging, cataloging within GSA, not throughout the 
civilian agencies. ‘The Budget Bureau allowed the full amount. 

The House denied the amount; none was appropriated. The House 
denial was accompanied by the following statement : 

The reduction of $1,170,000 recommended in the estimate is in line with rec- 
ommendations contained in the revised estimates submitted by the agency with 
the exception of a reduction of $130,000 in connection with the commodity catalog- 
ing work. It is reeommended that this project be referred to the Executive Re- 
organization Policy Committee for consideration and it is for this reason that 
the $130,000 proposed for this work has been disallowed at this time. 

Throughout 1954 there was no cataloging. There was nothing in the 
budget for 1955 for the same reason. 

Mr. Hotirretp. Was there a request by the General Services Ad- 
ministration for funds? 

Mr. Jumonvinitz. Not in 1955 because there had been no policy 
established, as suggested by the House. 

Mr. Ho.irtetp. That was, the House’s suggestion in 1954 was in 
effect, abolishing a function, a statutory function, and substituting 
therefor a study of the subject. Now was that study conducted ? 

Mr. Extrorr. Mr. MacLeod. 
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Mr. MacLxop. Mr. Chairman, you will recall that when this refer- 
ral was made, it was made to the President’s Policy Committee on 


Executive Reorganization. I believe that was referred to originally | 
as the Sherman committee. They apparently did not get into the ques- | 


tion of cataloging, and finally, in the second Hoover Reorganization 


Commission, it was made a part of this study which you have before 


you, Report to the Congress on Surplus Property dated April 1955. 


The Commission did hear the status of cataloging in the military | 


and touched on the problem of civil cataloging. But, we did not have 
a hearing on civil cataloging. The Commission’s study as I under- 
stand it, dealt with cataloging related to disposal of surplus. 

Mr. Houirievp. The task force did not call you in to testify on this 
matter ? 

Mr. MacLeop. No, it did not. And I believe it correct to say, Mr. 
Mansure, that we did not submit a budget in 1955 for the reason that 
we had no policy basis upon which we could submit a budget. 

Mr. Mansvure. Correct. 

Mr. Jumonvitte. In 1956, Mr. Chairman, as a result of progress 
made by the military in cataloging many of the items which are in 
joint use and because of our military supply support program with 
them and, further, the endorsement of the current Hoover committee 
that coordination in some cataloging should be done by GSA, we have 
filed a supplemental estimate with the Budget Bureau for $268,000. 


It provides for the coordination with Defense and for a start on the q 
cataloging of items in the GSA supply system; not throughout the | 


civil agencies. 


Mr. Hortrtetp. Why wasn’t that request made throughout the civil | 


agencies in view of their responsibility to your agency ? 
Mr. Jumonvitze. It was an administrative decision, I would say, 


based on getting started in the area. There had been nothing done for : 
several years, and the impelling reason was to foster a development of | 
the military supply support program so that immediate cataloging is |— 


proposed in the areas that are of joint civilian and military use. 

We have no staff. We have to start from scratch, and the proposal 
was on the modest side rather than a full-scale program. 

Mr. Hourrterp. All right. 

Mr. Mansure, you are the Administrator; what do you have to say 
to this? You are the man that makes administrative decisions. 

Mr. Mansvure. Well, of course, I think that our general feeling is 
that we should go ahead with it. 

Mr. Houirievp. Did we get a feeling from the Bureau of the Budget, 
an expression from them recently, on this and any of our hearings? 

Mr. Jumonvittr. At the hearing on this supplemental estimate the 
Budget Bureau was constrained to go along with the moderate 
approach and, in practical effect, allowed the full amount. We 
requested $268,000; their allowance is $250,000. They have agreed, 
in practical effect, with the starting approach as we proposed. 

‘he document has not yet been sent by the President to the Hill. 

Hearings on the supplemental] bill has not yet been heard by the House. 

Mr. Houirtetp. Mr. Mansure, will you notify us when those supple- 
mental hearings are to be held, and some member of this committee 
might want to appear on behalf of this item. 
Mr. Mansvre. That would be very helpful. 
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I would like to ask one question of Mr. MacLeod. 
Do you feel that these funds are sufficient to get the program under 
way? 

Mr. MacLxop. As a practical matter, this provides for a cataloging 
operation about commensurate with the early stages of our project, 
in fiscal year 1951 Mr. Chairman. Now with this money in the sup- 
plemental for 1956, we will catalog at a rate, over a 2-year period, to 
complete 130,000 or all of the GSA items by the end of fiscal year 
1957. 

It is not, as you pointed out, sir, at the level that will be necessary 
to complete, say, in the 3-year program, consistent with the military 
program, all the civil area items. However, I think it is a good, 
practical start at this time to get organized, and then determine when 
budget policy is available to us, what level we should operate at, 
consistent with the military conversion phase. 

Mr. Houirievp. The identification of these common-use items in 
the military is rapidly accelerating ? 

Mr. MacLeop. That is correct, sir. 

Mr. Ho.trretp. Your job, I think, will be to run as fast as you can 
at the start to catch up and to integrate into your civil supply system 
the identified common-use items and start utilizing it. Now I ques- 
tion at this time whether you are going to be able to do anything in 
the wav of actual identification yourself, independent of the work 
that is being done in the military, because I think that the budget you 
are asking for may be of such a modest nature that all of it will have 
to be spent in coordinating and integrating already identified objects 
by the military. 

Mr. MacLeop, That is correct, Mr. Holifield. The military sched- 
ule for completion of their item identification is September 30, 1956. 
The complete application of the military item identifications to mili- 
tary supply operations is scheduled for December 31, 1958. We have 
some half a million items that we know to be very important to the 
civil area of supply. We know that possibly 30 or 40 percent of those 
have been identified by the military. We know that there is a balance 
between that amount (500,000), say, of an additional 150,000 to 
300,000 that have to be identified to complete a catalog system for the 
very important items in the civil area. 

Now, to do that job, we estimate it would cost $1,300,000 a year for 
3 years, and that is the budget policy area that is not now covered, 
except as in the recommendations of the Commission’s report on 
surplus property. 

Mr. Houtrievp. All right. Have you, as Administrator, Mr. Man- 
sure, made that sort of presentation to the Bureau of the Budget? 

Mr. Mansure. I do not believe we have made that now; no, sir. 

Mr. JUMONVILLE. No, sir. 

Mr. Mansure. Our present position is, our administrative decision 
was made at the start at the GSA level because we felt that we lacked 
the budget policy heretofore for the civilian branch. 

Mr. Houirrevp. That is true, you did lack the policy. But, the fact 
that you now state that the policy has been established, do you not feel 
obligated with the responsibility of these civilian agencies, the supply 
responsibilities on your hands, to at least present the burden of work 
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that is going to fall upon your agency, as a matter of telling the Budget 
Bureau what task you are going to be up against ? 

If you estimate that it takes over a million dollars a year to do this 
job, and you are asking for $250,000, you can see how far you are going 
to go on doing what Mr. MacLeod has estimated is going to be neces- 
sary to even keep up with the military. 

Mr. Mansvure. I feel most definitely that is our obligation, to pre- 
sent the whole program. 

Mr. Houirtecp. Well, I feel it is, too. And I feel, frankly, that you 
either have not pushed this as strongly as you should have pushed it, 
or haven’t presented it as forcibly as you should have presented it to 
the Bureau of the Budget in view of the importance of this program 
of identification and in view of its importance as a tool of procure- 
ment. 

Mr. Mansvre. I think that is probably correct because what we 
have done is we have tried to evaluate all the things that we have been 
presenting to the Bureau of the Budget, and just what happens is that 
as these activities for savings in other departments of the Govern- 
ment increase and become more noticeable, then, that enlarges the func- 
tions of GSA; and it seems that the overall program is to reduce appro- 
priations. 

When we go in, we have to keep asking for this and that increase 
in appropriation, but in each case we can justfy that. So, I believe 
we have just let this one slide by. 

Mr. Ho.irretp. I think you have got to take a little bit different 
viewpoint of this type of work because the way most of us have envis- 
aged the General Services Administration is that we spend a dollar 
to save several other dollars. 

Mr. Mansure. That is right. 

Mr. Hourrietp. And certainly, I think, the principle of rapid com- 
pletion of a Federal catalog is well established, and the value of de- 
creasing our future expenditures by the use of that cataloging in pro- 
curement, is a principle well established, so this is one area, I think, 
where you can be penny-wise and pound-foolish. 

Mr. Mansure. It is a snowball saving, too, it enlarges as it goes 
along. 

Mr. Houirrevp. That is right. So I believe that you should look at 
this, particularly, in the presentation of your future budgets, with a 
little bit more concern. 

Mr. McCormack. You said that that was an administrative deci- 
sion. Is that in whole or in part an administrative decision based on 
money? Yousaid, an administrative decision. 

Mr. Mansure. That would be the answer, it would be our money. 

Mr. McCormack. You cannot do it unless you have the money. 

Mr. Mansvre. That is right. 

But I am a little bit doubtful that we have pushed this hard enough 
in our request for the funds, which I feel that we should do. 

Mr. McCormack. Now, I have some questions to ask, but I want 
you to pursue 

Mr. Ho.irtetp. You go ahead with your questions, I thought you 
were through, and Mr, Lipscomb asks for attention. 

Mr. McCormack. I am through on this particular inquiry. 
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Mr. Liescoms. Mr. Chairman, in the task force report that went 
along with the surplus-property report of the Hoover Commission, 
the task force recommends 

Mr. McCormack. By the way, that passed the Senate yesterday. 

Mr. Liescoms. The task force recommends that the General Services 
Administration be granted authority and funds to supervise the iden- 
tification and conversion of all items in the supply systems of alk 
civilian agencies to the Federal catalog program, and for such funds 
to be authorized in sufficient time to permit this civilian-agency pro- 
gram to begin its initial phase in the fall of 1956. 

So they have backing of at least the task force in applying for ade- 
quate funds, I would say. However, the Hoover Commission report, 
as such, makes no mention of this in the full Commission report. 

Does this recommendation of the task force fit in with what you 
had in mind in applying for funds? 

Mr. Mansvre. Yes, I would say that it does. But I am wonder- 
ing whether our position is weakened by the report of the Commission 
itself. 

Mr. Exxiorr. Of course, the Commission report does say that the 
Secretary of Defense for his Department and the Administrator of 
General Services for all civilian agencies closely supervise the Federal 
catalog program to insure its completion and effective use at the 
earliest possible date. 

Mr. Mansvure. That comes right back to your point of funds. 

Mr. Hortrrevp. We could not take verbatim the task force recom- 
mendations, even where they were accepted, but we tried to brief it 
down. I think that there was unanimous feeling on the Hoover 
Commission. This was one report that there was no dissent on. It 
was unanimity that this should be done as quickly as possible. There 
was no opposition to it. 

Mr. MacLrop. Mr. Chairman and Mr. Mansure, to explain this 
small supplemental budget, Mr. Mansure will recall that when it was 
prepared, the only clear case we had at that time in budget history 
was the internal cataloging operation of GSA. 

Mr. Exniorr. However, as the chairman has pointed out, Mr. Mac- 
Leod, since then and now, we have this recommendation of the Com- 
mission itself as well as of the task force which would seem to be 
the establishment of a policy that would place us under obligation to 
present a plan to the Bureau to carry out the Commission’s policy. 

Mr. Mansure. We can have that, I am sure, in ample time for our 
next hearing, sir. 

Mr. Batwan. The question I would like to ask is how much actual 
cooperation is there between GSA and the Department of Defense 
cataloging program ? 

As I understand it, the Department of Defense catalog people have 
devised basic tools for going about the catalog business which I do not 
believe you will have to begin from scratch to develop. The various 
patterns for reporting—they have got the machinery for bumping 
one item against another in case, when you submit or identify one 
item by a pattern, you ought to be able to check it out to see whether 
it has been reported somewhere else and whether you only have a 

different name rather than a different item. 
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I am wondering to what extent you conceive your job to be one of 
beginning fresh, and to what extent have you worked with the 
Department of Defense? 

Mr. MacLegop. May I answer? 

Mr. Mansore. Yes. 

Mr. MacLeop. We have maintained continuous contact on all policy 
and procedural matters. And we utilize all of that basic procedural 
material—I am fully familiar with it—and are in continuous contact 
with Colonel DeLuca on it, so that at the policy procedural level, all 
of that isdone. We need to make no change in that, it is directly utiliz- 
able. And, also, we can utilize all of the items which have been identi- 
fied by the military which are common to the civil area. AsIindi- ff 
cated, about 30 or 40 percent of the items identified by the military are & 
common to the civil area. ; 

There is some processing that we have to do of these common items 
in order to comply with the military procedure. That is, to get them 
into the main central file and in central Federal catalog system. But, 
it is correct that we do not have a lot of initial preparatory work to do; ‘ 
it is all done. As a matter of fact, as early as yesterday Ihadacon- [F 
versation with Colonel DeLuca which definitely confirmed that thecur- [7 
rent procedure that we have been receiving and reviewing with them [7 
as they have been developed and put into effect are adequate for our [7 
job. 

So, we are not going to have to start fresh and spend a lot of money 
on procedure and policy because that is all in order. 

Mr. Batwan. Is that only adequate? Are their procedures only 
adequate, or are they not procedures that you approved as being proce- 
dures which are sabenteiia for formulating a Federal catalog pro- 
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Mr. MacLeop. Yes, we are in agreement on them as being fully ade- 
quate. 






Mr. Batwan. You are in agreement with that. I mean, I do not see 
how they could have gone ahead and set up the patterns and everything 
else without concurrence with you people. 

Mr. MacLxop. That is correct. 

Mr. Batwan. So, as I see it, the job is primarily one of your taking 
the pattern. In other words, if you have an item like a mallet, you have 
a special form that you have to fill out to describe that, and then you 
merely submit that to the Department of Defense. The Department of 
Defense will check that against all other entries that they have and as- 
sign it a Federal catalog number. 

Mr. MacLeop. That is not correct. What we have to do is make a 
technical comparison with the military to determine whether they are 
in fact identical. 

Mr. Hoxirrevp. But you have not done that. 

Mr. MacLxrop. We have not done that, sir. 

Mr. Hottrtexp. So your question is correct, and his answer is correct, 
but they have not been identified in filling out form because you have 
not had the appropriations or the help to do it ? 

Mr. MacLegop. That is right. 

Mr. Houirrevp. Now, if you get this appropriation which you have 
requested, is it your intention to start doing something about it in the 
civilian agencies ? 

Mr. MacLxop. This appropriation will immediately get us under- 
way with the cataloging organization, to start going through the proc- 
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ess I have explained and, in addition, to identify any GSA items not 
now identified by the military. 

Mr. Houtrrevp. All right. Have you accepted their identification 
and their serial numbers? Have you accepted those that have already 
been made, and compiled them in any one place in your organization ? 

Mr. MacLeop. In a few limited areas, Mr. Chairman, we have been 
able to do a little work related to our direct store items in the supply 
support program. And, as examples of what we have done, we had 
issued supplements to our store stock catalog. 

These items are in subsistence, a few items in office furniture and 
office machines, which handled in a very small spot day-to-day op- 
eration, amount to 3,825 items. We have converted these supply 
support items to the Federal catalog system identifications which 
were developed by the military. 

Now, this, as you can see, involves only a limited number of items 
which we are supplying the military from our stores, and obviously, 
demonstrates how urgently important it is to us and to GSA that 
we use the same identity as the military for all items that we supply 
to them. 

Now, these catalogs show the Federal stock number from the 
Federal catalog system which is the number that the military have 
developed ; the same description. 

Mr. Batwan. It is not a military number, it is a Federal number 
in the Federal numbering system ; isn’t it ? 

Mr. MacLeop. That is correct, yes. 

Mr. Batwan. And the Federal stock number is the Federal cata- 
log system, it is not a military number or something the military 
developed exclusively ? 

Mr. MacLrop. Yes, they developed it exclusively because we were 
not participating, sir. We did not have a catalog staff to work along 
directly in parallel with them. But, we can adopt that number. 
We can adopt that uniform description because the procedures, as 
you have pointed out, are common procedures with which we agree. 
All we need to do is to indicate for purposes of cross reference and 
conversion the old civil agency number we have been using against 
the Federal stock number when it has been determined to be the 
same item. 

In the case of one that they have not described, have not numbered 
under the Federal catalog system, we then have to go through the 
process of describing and numbering the civil item. 

We then turn that over to the military, and they put it in the 
Federal catalog system as a matter of operating detail. 

Mr. Batwan. How many items to you estimate to be in your 
system ? 

Mr. MacLeop. There are 1,125,000 by the latest analysis, based 
upon the estimates of the military as to total items. Of those, we 
estimate some 450,000 are large volume, very important procure- 
ment items in the civil area. We think that there will be some con- 
densation of the civil area items. There are about, in addition to 
the 450,000, some 300,000 items which it is estimated are repetitively 
procured which should be cataloged as soon as possible. This totals 
about 750,000 items. The remaining 375,000 of the total 1,125,000 
civil items will be cataloged during maintenance. It is in the area 
of this 375,000 items where the greatest contraction should occur. 
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Mr. Batwan. And you say that about 35, 40, or 45 percent of that 
has been done ¢ 

Mr. MacLeop. Yes, sir. Except that we must technically review 
each of the descriptions prepared by the military under the Federal 
catalog system to determine that the civil item is identical. 

Mr. Bauwan. So, if you wind up with 700,000 items, there might 
be somewhere around 300,000 of those items completed now ¢ 

Mr. MacLeop. That is correct to the degree that the military have 
described and numbered the item under the Federal catolog system. 

Mr. Batwan. And all you would have to do is take the card which 
the military people have, that you identify to be items that you too 
own, and put them over in your own system. Would that be right 

Mr. MacLeop. That is right, following the necessary technical 
review. 

Mr. Batwan. It would be your conversion operation. You have 
to catch up on conversion on items already identified by the military 
department. 

Mr. MacLegop. As an operating detail, it does not work precisely 
that way, but it is the same end result. The item goes into a general 
system w hich is now being maintained by the military, and we do 
not want to duplicate that work. They are willing to take on that 
responsibility of maintaining the system. They have the staff and 
organization. We simply utilize them as the central coordination ar ea, 
and use the general system to apply to all hands. And the result is 
that we put a card into that system which represents a civil item. 
There is some processing work, as I say, to be done. We cannot do 
it just out of hand, and we have to do the work of comparing the civil 
items with those already cataloged to give the military the followup 
cards and the authenticating cards that indicate that some civil agency 
is using that item or some other item. 

Mr. McCormack. Have you considered the question that the more 
you delegate authority which is within the General Services—this is 
not confined to the last 2 years, but I am talking now over the period 
of General Services—we know what the General Services was estab- 
lished for—that the more you delegate authority, whether through 
necessity or otherwise, and I assume a lot of it is through necessity, 
lack of money, probably, or to some extent, the more you put a vested 
right in the other agency # 

Mr. Mansure. That is correct, but in this case I do not think we 
are delegating. We are really making use of them, aren’t we ? 

Mr. MacLzop. That is right. 

Mr. Houtrrevp. It was really taken away from you, that function 
was. 

Mr. Mansure. We do not want to duplicate what they are doing 
as we could not begin to have the funds to do it. What we are doing 
is, we are really making use of what they have got. We are not dele- 
gating anything to them in this case. 

Mr. Hottrtevp. This is the point of which we want to be sure in 
this committee, that you are availing yourself of the work which they 
have done in the cataloging of common-use items, and that you are 
integrating it into your system of procurement as quickly as possible. 
And as I understand it now, you have not done but very little of that? 

Mr. MacLeop. That is correct. 
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Mr. Houtrtetp. Something like 3,800 items, where there has been, 
I believe, over 1 million items already passed by the military, has there 
not ¢ 

Mr. MacLxop. That is correct. 

Mr. Hottrtecp. And so, can you tell this committee that the rea- 
son that you have not accepted these common numbers and common 
identifications which have been agreed upon in the Federal catalog is 
because you have not had the help to do it, or has there been an 
administrative policy lacking in this case ? 

Mr. MacLxop. We have had no difficulty, Mr. Chairman, with our 
working arrangement or policy. We do not anticipate any ‘difficulty. 

It has been purely a question of budget and staff which we have 
not had to do the work. 

Mr. Horirtevp. This is the only point then that I think this com- 
mittee could excuse you for not having brought into your system 
more than 3800 common-use identifications, and it seems like a very 
small figure, even if 1 man was working on it. It seems to me you 
could get more than that, because it is a matter of acceptance rather 
than a matter of detailed work to bring it to the point where it has 
been accepted. 

Mr. MacLeop. That is correct as to the budget question. We have 
actually devoted during the last year the equivalent of only 4 man- 
years of effort on this project. That represents a rate of cataloging, 
as you will recall, Mr. Chairman, which is very high, per man per year. 
To accomplish, in fact, 3800 items and introduce a pamphlet of this 
sort requires considerable effort revising the store stock catalog to in- 
clude the Federal catalog system number for group 89—Subsistence. 

My point is that that “work was done coincidentally to our other 
supply operations on borrowed time, not through any budgetary help. 

Mr. Horrrrevp. I see. 

Mr. MacLxeop. The Administrator has not been in a position to rec- 
ommend a budget in the absence of clear policy to go ahead. I think 
we have that policy in this recommendation. I think we have the 
procedures wall established. Therefore, our problem is to get the 
budget, get the staff and get under way to cet the job done. 

Mr. McCoraacx. In other w ords, you w vould have to have something 
of a fortifying nature ? 

Mr. Liescoms. Mr. Chairman ? 

Mr. McCormack. I mean, fortifying. In other words, if you have 
had something of a fortifying nature, 1t might assist you in removing 
cpposition from other sources, that any one of us would have to respect 
if we were in your position. That is what I meant by my observation. 

Mr. Lrescoms. Mr. Chairman, could we just go over what the bud- 
getary situation is again ? 

Mr. Hottrrevp. Yes. 

Mr. Liescoms. There is a request in a supplement budget now for 
money for this? 

Mr. Mansure. What is that amount for ? 

Mr. Jumonvitte. The budget approved by the President was 
$250,000. The message has been sent to Congress, but no hearings yet 
have been held. 

Mr. Liescoms. That is in a supplement budget ¢ 
Mr. Jumonvitte. That is correct. 
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Mr. Lirescoms. Is that up for the end of the fiscal year 1955 ? 

Mr. JUMONVILLE. 1956. 

Mr. Lipscoms. 1956. 

How much of a job will $250,000 do ? 

Mr. Jumonvitte. It will enable us to identify some 38,000 items. 

Mr. Batwan. To identify only ? 

Mr. Jumonvitie. That is, to bring into the system—you might ex- 
plain the detail of the 38,000? 

Mr. MacLezop. It will make it possible for us to identify 38,500 items 
in fiscal year 1956 if continued at an annual rate, because this sup- 
plemental budget takes into account a very high lapse for recruitin 
purposes and so on, so the net amount of money involved in the staff 
that we will have at the year end is about double the 250, or $500,000. 

On that annual rate, continued in 1957, we will catalog an additional 
$1,500 items which brings into the Federal catalog system all of the 
items that are in the Federal supply schedule contracts, all that are 
in our stores stock and all that are under direct delivery purchases for 
the military and for other civil agencies. 

That is the magnitude of this level. The rates of cataloging are con- 
siderably higher than the average rates being experienced in the mili- 
tary and elsewhere. As a matter of fact, the basic costs are consider- 
ably lower. They are the costs, Mr. Chairman, that we were operating 
at in 1952 when our budget was denied. And they were lower than any 
other costs that were prevailing at the time. 

Mr. Houirterp. I want to be clear on one point. Are you speaking, 
when you use the word “identify” of coordinating an already identified 
number into your system? 

Mr. MacLeop. Yes. Based on our experience over the last several 
years, about 30 percent of the items that the military have identified 
are satisfactory and commonly used items in the civil area. 

Mr. McCormack. You mean another 30 percent of what they have 
done ? 

Mr. MacLeop. Yes, sir. 

Mr. McCormack. What have they done, about 40 percent ? 

Mr. MacLeop. They have done well over half of the items in the 
military supply system. As of September 1956, they will have com- 
pleted all of the description and numbering, the whole identification of 
all the military items. They are now in the course of applying those 
numbers and descriptions to their supply on a progressive basis. 

Their schedule indicates that by December 31, 1958, they will have 
actually converted to the exclusive use of the Federal catalog system 
numbers and descriptions. They will not use any other description 
than that. 

Now we find that 30 percent of the civil items are the same items as 
the military, so we can adopt those descriptions straightaway after 
checking the civil items aaginst them. The balance we have got to 
describe. 

Mr. McCormack. I think you ought to have the record clear. Is it 
30 percent of all of them, or 30 percent of what has been identified 
cataloged ? ; 

Mr. MacLrop. On the basis of our limited experience to date we esti- 
mate that of all the items to be identified by the civil agencies that 
30 percent of these will be found to be the same as the military items. 
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Mr. Batwan. They have 300,000 of your items identified, to which 
you have not converted ? 

Mr. MacLeop. Mr. Balwan, let me clarify this point. There seems 
to be the impression that simply because the military have identified a 
civil item, that all GSA has to do is use it “as is.” That is not the 

vase. There is the technical review and comparison which has to be 
done before we can ascertain that the item is in fact a civil agency item. 
It is not just a question of accepting the military identification and I 

just wanted to correct the misconception that we can accept military 
identifications without this work on our part. 

Mr. Hotrrrevp. All right. And you tell us that you are only going 
to be able, in 2 years, to identify approximately 38,500 and 91,500. 

Mr. MacLeop. 130,000. 

Mr. Hotrrrevp. 130,000, which will leave 170,000 unidentified. 

Mr. MacLeop. We are talking about two figures, Mr. Holifield. 

Mr. Horirterp. All right, expl: uin them, please ? 

Mr. MacLeop. In the civil supply system, we estimate that there are 
about 1, 125, 000 items in total. In the military supply system, there are 
about 2,725,000 items. Now, obviously, some part of the military items 
are the same as some part of the civil items. 

Mr. Houtrietp. That is right. 

Mr. MacLrop. All right. So we break down the civil items in order 
to determine what the civil area job is. I believe that as we identify 
them, we will find that there are something in the magnitude of 500,000 
duplicates, duplicates that will just be milked out of the system. So, 
our total immediate job then in the civil area looks like about 750,000 
items that have either been identified by the military, or need to be 
identified in the civil area. 

All right. Now we will take the 750,000. We know that about 
150,000 out of that total 750,000 are very important high-volume items 
in the expenditures of the civil agencies. So, we consider that our 
most urgent job to be done. 

In order to be practical, we have said that we ought to do those 
pretty much simultane ously with the milit ary conversion so that when 
they have converted, we will be in with those important items. Then, 
we can take care of identifying the remainder as a part of keeping the 

catalog up to date. 

Experience has shown, actual experience when we have examined 
the military descriptions, that about 30 percent of the items we have 
examined are common to the civil area, so we apply that formula, and 
we find that, as you have estimated, there would be 250,000 of the 

750,000 that they have already included in the system. 

ie Batwan. How much of what they have done do you identify 
to be these high priority items with high volume? Or, don’t you 
know ? 

Mr. MacLeop. I cannot tell you until they are identified, sir. In 
the case of subsistence, you see, there was something in the magnitude 
of 1800 items, in use by the military, and we identified, as I remem- 
ber it 

I am sorry, I do not have the figure broken down. I was going to 
say about 680 food items that were common. So, there is about a 
third of the food items that we were able to match with the military 
and utilize those descriptions. 
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Mr. Hotirtetp. We are getting bedded down in a mass of figures, 
and I think they are going to need some clarification. I confess that 
I do not follow your explanation. I think it will be necessary for 
your staff and our staff, and probably Mr. Brodsky down at the mili- 
tary to get together on this thing because, if I understand this cor- 
rectly, the military are way ahead of you in the field of common-use 
identification and in conversion. 

I am trying to use those words as they are commonly used in dis- 
cussing this matter. 

And as far as I can see, you are way behind in compiling and con- 
verting your items to the common-use identified items already in ex- 
istence. 

Mr. MacLexop. That is correct. 

Mr. Houirievp. And taking into consideration the fact that you 
may not have had the budget and people to do the job, I can clearly 
foresee that the GSA is certainly not in any position at all to start 
utilizing in their procurement the Federal catalog numbers as yet. 
And, of course, this is an objective that is recommended in No. 2, and 
I think we might as well pass on at this time, and we will have the 
staff do some work on this later. 

Mr. Mansore. Mr. Chairman, we have a little chart in color which 
might be helpful—I think we still have that—where you make the 
circle and then you have, instead of putting a lot of figures down that 
are confusing, one color overlapping the other color, and that shows 
what has happened in this cataloging. We will get that and present 
it to you. 

Mr. Hottrtetp. I suggest you bring that chart up when you have a 
staff conference on this matter and go over it with the staff before you 
come before the committee again. 

Mr. Batwan. If I may interrupt? 

Mr. Ho.irretp. There is one thing I want to know before we leave. 

Recommendation No. 2: You are 100 percent in support of that, 
and you are going to do everything in your power that the budget 
allows you to do to implement it ? 

Mr. Mansure. We cannot emphasize that too strongly. 

Mr. Lipscoms. Mr. Chairman, there is a point on this budget that 
faces us right now. This budget is going through at the present time, 
and the whole thing hinges on the amount of money in that budget. 

Mr. Mansvre. It isa must; that is right. 

Mr. Liescoms. And $250,000 is a very small amount to ask, and 
you are even going to be further behind until you get more money ? 

Mr. Mansore. That is right. 

Mr. Liescomn. So, there ought to be some thought in requesting that 
the budget be supplemented ? 

Mr. Houtrretp. Could you furnish us with a clear statement of the 
volume of work which you consider your responsibility to do in this, 
your progress to date in discharging your responsibility under the 
act? Now this is without regard to any commitment that the budget 
has already made, this is the task ahead of you. 

Mr. Exxrorr. Right. 

Mr. Horirtetp. Will you furnish that to this committee and furnish, 
of course, with it the amount of money you ask for and the amount of 
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money that has been granted, and transfer that into terms of per- 
sonnel that you will be able to hire, and work that you will be able to 
do and the estimated accomplishments as a result of the expenditure of 
that item in your budget, and then we can see how far you are falling 
short of asking for enough and getting enough to do the job that we 
feel you are responsible for doing. 

Mr. Exuiorr. Yes, sir, we will do that. 

(The material referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 3, 1955. 
Re cataloging. 
Mr, MicHaEL BALWAN 
Staff Director, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington, D.C. 


Dear Mr. BaALwaNn: Pursuant to the subcommittee’s request in connection with 
Recommendation No. 2 of the Hoover Commission Report on Surplus Property, 
the following items are furnished : 

1. A statement of civilian agency participation in the Federal catalog program ; 

2. A summary of the civilian agency catalog program for fiscal year 1956; 

3. Disk color chart showing total estimated catalog items in the system. 

Item 1 covers a full-scale 4-year program for cataloging civilian agency items 
and the establishment of a governmentwide Federal catalog system. The disk 
color chart, item 3, was mentioned by the Administrator in his testimony before 
the subcommittee (see p. 65 of the transcript of the hearings for May 20, 1955). 

In connection with procedures used in civilian agency cataloging, your atten- 
tion is invited to section 3 of item 1 which sets forth the steps required to be 
taken in identifying civilian agency items. 

As suggested by the chairman of the subcommittee, representatives of this 
agency are available to discuss with you and your staff the enclosed information 
and any other matters pertaining to the Federal catalog program. 

Sincerely yours, 
MAXWELL H. ELriort, 
General Counsel. 


Ctviz AGENCY PARTICIPATION IN THE FEDERAL CATALOG PRoGRAM 


1. SUPPLEMENTAL BUDGET FISCAL YEAR 1956 


A supplemental budget in the amount of $250,000 has been approved by the 
Bureau of the Budget. No date has been set for hearing by the Appropriations 
Committee. The chairman of the Government Operations Committee will be 
advised promptly when the date is set. 

This supplemental budget together with an appropriation of $531,100 in fiscal 
year 1957 or a total of $781,100 in the two fiscal years is sufficient to identify 
only the 180,000 GSA supply items consisting of 10,000 Federal supply stores stock 
items, 50,000 Federal supply schedule items and 70,000 direct delivery purchase 
items. 

This program will provide the Federal Supply Service with Federal catalog 
System numbers and descriptions required for their operations. It will also 
provide adequate numbers and descriptions to administrative type agencies (such 
as Bureau of the Budget, Federal Trade Commission, and Tariff Commission) 
who secure the majority of their supply requirements from the Federal Supply 
Service. It will not provide civil agencies who operate major supply systems 
(such as Veterans’ Administration, Civil Aeronautics Authority, and Maritime 
Administration) with a complete Federal catalog system. For these agencies 
the program would in effect superimpose Federal Catalog System item. descrip- 
tions and numbers (for items procured from Federal Supply Service) onto catalog 
SyStems they now use. 


34 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


The project would be accomplished as follows: 


Fiscal year 





In fiscal year 1958 and subsequent fiscal years, this portion of the Federal 
catalog system would have to be maintained and in addition provision made for 
progressively bringing into the system the additional items used by civil agencies. 
At the above fiscal year 1957 rate of 91,500 items per year, the completion of 
the civil agency cataloging operation would require better than 8 years through 
fiscal year 1965. This does not comply with the Commission’s recommendations, 


2. MAGNITUDE OF THE CIVIL AGENCY PORTION OF THE FEDERAL CATALOG PROGRAM 


In line with the Hoover Commission recommendations, it is urgent that the 
civil agency portion of the Federal catalog program now be scheduled to reason- 
ably conform to the military schedule for complete convcrsion to this system. 
The department of Defense have scheduled complete conversion by December 31, 
1958. The civil agency portion should be scheduled to coincide with the military 
target date as nearly as possible. This can be accomplished as follows: 


foe ee } 
Number of | Number of | Number of | Appropria- 
items | positions | man-years tions 


Fiscal year 





107, 350 | 330 
195, 000 330 | 
300, 000 475 
300, 000 { 


,, | =e ; 902, 350 | 


The original estimate of the number of civil agency items was 1,125,000. We 
believe, however, that when duplicate items between agencies are eliminated 
and some of the military items have been accepted by the civil agencies, the 
number of items in the civil agency portion of the Federal catalog system will 
be reduced to 902,350 items. 

Conversion by civil agencies from their present systems to the Federal catalog 
system will be started as soon as the identification and numbering of a homo- 
geneous group or class of items is completed and will continue progressively until 
all are converted. A small part of the conversion will be accomplished in 
fiscal year 1956, and in fiscal year 1957, 1958, and 1959 at an accelerated rate. 
Conversion will be completed by December 31, 1959 (6 months after the com- 
pletion of civil agency item identifications) and 1 year later than the target 
conversion date established by the Department of Defense. 

Conversion to the new system by civil agencies will be directed, scheduled, and 
supervised by the General Services Administration. Pamphlets showing the 
Federal catalog system descriptions and numbers cross-referenced to the old 
number used by civil agencies will enable them to readily identify the items they 
have in their supply system and to quickly and economically make the transition 
to the Federal catalog system. 

The civil agency portion of the Federal catalog system will require continuing 
maintenance so that items no longer used will be deleted and new items added. 
GSA will maintain the civil agency portion on a centralized basis. Maintenance 
of the completed civil agency catalog items is estimated at 45,000 items per year 
at an annual cost of $200,000. 


8. PROCEDURES TO BE USED IN CIVIL AGENCY CATALOGING 


All procedures developed and used by the Department of Defense in the 
Federal catalog program will be utilized in cataloging civil agency items in 
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this system. GSA is in agreement with these procedures and the Department 
of Defense (Cataloging Division) is agreeable to making these available. As 
the policy and procedural documents have already been developed, the only cost 
to GSA will be a nominal amount to cover cost of copies of the documents. 
Duplication of effort will thus be avoided and the civil agency portion accom- 
plished at least possible cost. To identify civil agency items, these steps are 
required : 

(a) GSA will secure from DOD all policy and procedural materials in ample 
quantity to supply the staff needs. Decks of 8 by 5 cards on which the military 
descriptions are recorded will be required in commodity areas of interest to 
civil agencies. 

(b) Civil agencies will be notified when cataloging will start in a specific 
commodity area and will be required to furnish their present descriptions and 
stock numbers of these items by a date which will be established. 

(c) The present descriptions will be received, in the case of some commodity 
areas, from as many as 19 agencies having substantial supply systems in a large 
number of bureaus and services. Also the supply needs of the additional admin- 
istrative and regulatory agencies must be satisfied. 

(ad) The descriptions received from the agencies will be collated so that sim- 
ilar items from different agencies will all be brought together. 

(e) The characteristics of the items supplied by each civil agency will be 
arranged in accordance with the standard description pattern or formula de- 
veloped by the military activities for this type of item. 

(f) The description developed as a result of (e) will be compared with all 
military descriptions for that type of item. 

(g) If the description produced by (e) is the same as the military deseription 
in all characteristics, the military number will be adopted and annotated on the 
civil agency item. The civil agency item itself may be identical with the military 
item but the military item may include special packaging to meet their service 
needs. If the civil agency does not need this special packaging of the military 
the items cannot be considered as identical. 

NotE.—Steps (d) through (g) (the comparing process) must be performed 
individually for each item from each civil agency before it can be determined 
that the military departments have already described a civil agency item and that 
a “common use” item in fact exists. Anywhere from 1 to perhaps 60 civil agency 
items, depending on agencies using the item, must be processed before one Federal 
catalog system identity and number can be claimed as completed. 

(h) If after making the comparison it develops that no military item is identi- 
cal with the civil agency item, this fact is transmitted to the Cataloging Division 
of the Office of the Assistant Secretary of Defense who will assign a Federal 
catalog number and include the item in the system. The number assigned will be 
annotated on the civil agency card. 

(i) When all items within the commodity area have been cataloged and num- 
bered, a pamphlet listing the Federal catalog system number and identifications of 
all items will be published. This pamphlet will contain also each civil agencies’ 
old stock number cross referenced to the Federal catalog system number and de 
scription. 

(j) The pamphlets will be made available to civil agencies by purchase. 

(*) At a date agreed upon by GSA and the civil agencies conversion to the 
Federal catalog system in a specific commodity area will begin. Target date for 
complete conversion of the specific commodity area will be established and addi- 
tional areas scheduled for conversion when the identification of items or addi- 
tional commodity groups is completed. Conversion to the Federal catalog system 
will be accomplished by civil agency personnel, 

(lt) After the completion of the conversion, agencies may use their old numbers 
and identities until present stocks are exhausted. New procurements will carry 
Federal catalog system numbers and identities. During the transition period 
both the old numbers and the Federal catalog system numbers may be required. 
A cutoff date when all reference to old numbers will cease will be established. 

(m) GSA will maintain the civil agency portion of the Federal catalog system. 
Civil agencies will report items no longer used which will be deleted and will 
furnish identities of new items to be added. New items prepared must be com- 
pared with items already in the system as an item that is new to a particular 
agency may have already been cataloged for another agency. 
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4. SCHEDULING CIVIL AGENCY CATALOGING TO CONFORM TO MILITARY TARGET DATES 


The Department of Defense have scheduled the completion of the identification 
of 2,725,000 items by September 30, 1956. Complete conversion and utilization 
of the system is scheduled for December 31, 1958. 

The military activities started work on this program in 1947 and have had 
substantial field and departmental staffs and large sums appropriated to perform 
the work. While it is recognized that the civil agency portion is small in com- 
parison to the number of items and procurement dollars spent, it is not possible 
to organize, recruit, and train a staff to produce 900,000 Federal catalog-system 
identifications in 2 years. 

It is possible to start operations in fiscal year 19656 and at an accelerated rate 
identify the civil agency items by June 30, 1959, or 6 months after the date sched- 
uled for complete military conversion to the system. Civil agency conversion 
will immediately follow as each commodity area is identified, so that identifica- 
tion and conversion will be proceeding concurrently. Complete conversion by civil 
agencies should be accomplished by December 31, 1959, or 1 year after completion 
of military conversion. 


5. GSA PARTICIPATION IN THE CIVIL AGENCY PORTION OF THE FEDERAL CATALOG 
SYSTEM TO DATE 


Fiscal year: Items identified 
sist icin mcteicrcissrmemelabsin dcp ele eee ete te US BUSS 40, 438 
Wii ticidcncbiidedeasdantnntebn den Hee 138, 284 

OOM Bi oe eh ti beeen alee 178, 722 


These items were identified by using the procedures and “tools” (description 
patterns, approved item names, and cataloging techniques) used by the Depart- 
ment of Defense in the early stages of the program. Starting approximately 
June 1, 1952, the entire program was reworked by the Department of Defense 
whereby descriptions already produced were “refined” to more accurately describe 
the item and to eliminate near duplicates. All of the items in each group and 
class already identified were scrutinized by working groups from the military 
technical services. A great many were changed entirely and some military items 
eliminated. All civil agency items described by GSA for which there was no 
military counterpart were discarded. This action was taken since GSA had no 
staff to participate in the refinement program. 

The cost of reviewing, eliminating, changing, and bringing these descriptions 
in line with current military descriptions would be greater than reidentifying 
the items under the new procedure. While some of the descriptions may be useful 
as source material they cannot be used in their present state. 

Currently a staff averaging 7 positions has identified under the Federal catalog 
system some of the items in the subsistence, office furniture, administrative supply, 
and office machine fields for which GSA has supply support commitments to the 
Department of Defense. In fiscal years 1954 and 1955 a total of 3,825 of these 
items have been identified in the Federal catalog system of which 1,096 or 29 
percent were determined to be the same as military items already described. 

Charts showing GSA budget chronology for Federal catalog-system-program 
appropriations requests and allotments and analysis of military and civil items 
under the Federal catalog system are attached. 
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Chronology of budget actions teken by Federal Supply Service, GSA, for the 
Federal catalog program 














| To Bureau of Budget To Congress Appears ¢ 
| | | | | 
| Number of | Number of Number of | 
personne! | Amount personne] | Amount | personnel | Amount 
| i | 
|— — —|———___'_— = = a 
1948: Supplemental t___....__- 975 | $3,016, 000 | 975 | $2, 700,000 |............|...--------- 
1949: 
acres ctrhscccs «cn lenesapeoniaile Laiskseiiinah Sac ine esl eal tla nbc inti 
Supplemental.-...-..-..---} 229 239, 000 |------ ; be Be vacn ae tens 
1000s AI cctkennsancesced 492 1, 972, 000 | 27 121, 800 20 | $38, 000 
1951: | | } | 
Me ete! Al Ph. <5) 417 | 1,513,880 | 100 | 441, 932 | 127 | 410, 535 
Supplemental_..--..----- 460 | 554, 000 andi foooo orga 107 | 200, 000 
1952: | | 
CO ‘ 233 | 1,012,717 | 241 | 1,023, 328 | 225 | 994, 300 
Supplemental_-._----------| 346 | 1,375, 500 |_---- Gefen cst aie phe 
1953: | 
Forecast............------| OT ME Bic cote sa Es v-adenames os) : 
Estimate (within ceiling) - 419 | 1,763,000 |_-__- stn A ae dd ded eat apts vn 
Bucess estimate... ........}......- ak wl 205 2 994, 900 om 
Supplemental... ’ 389 | 21,575,000 |- - J 
(Passage of Public 
Law 436, approved 
July 1, 1952.) 
1954: 
man Ae Se oo 545 | 2 560,000 }.....--_- j 
po ae a 25 130, 800 | 25 eo er s5ihe oe 
1955: } | 
WOON His hong des- ene ch sta Hii 
PN vntnicdinddpctinciaslucenabineedephinnha 
1956: 
TN iat, Sider J 20 98, 900 —~* 
Estimate canaataibedt ss 8 5 37, 100 ae ak ee oe es - 
Supplemental......-.....- 118 268, 000 110 250, 000 


1067: FOTOGREE <n 4 dcndcuccecee< 330 1, 512, 000 


1 To provide funds for Federal Supply Service (then Bureau of Federal Supply, Treasury Department) 
to establish central staff for initiating and coordinating Federal catalog program. 

2 Reflects Bureau of the Budget policy that the 1953 request be kept at the 1952 level. 

3 Submitted to the Bureau of the Budget on June 12, 1952. Disallowed by the Bureau of the Budget. 

4 House denied, not appealed. House referred matter of civil agency cataloging to President’s Committee 
on Executive Reorganization. 

‘Disallowed by Bureau of the Budget. 


Civilian agency cataloging—Summary of program for fiscal year 1956 


Balance of 


Work and work and 
Total pro- Work per- appropvria- (appropriation 
gram for formed and | tion in sup- | required to 
year cost pDlemental | conform with 
budget military 


schedule 


Number of items_.___- ease Soere | 107, 350 3, 825 | 38, 500 65, 025 
Cost... dante dilcinads dai acanaacaeda inn wie | $1, 230, 000 (1) $250, 000 $980, 000 


} Absorbed in present staff. 


Mr. Houirretp. Are there any further questions right there? If 
not, we will go to No. 3. 
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Mr. Batwan. The only comment I wanted to make was that this 
whole area of utilization has been considered by the Hoover Com- 
mission, and our previous reports. One of the reasons why MRD 
has bogged down in not doing as good a job of utilization among the 
military departments themselves, or even the civil departments, is 
because of the ter minology. 

Mr. McCormack. Before going to three, Mr. Mansure, the last time 
you were here I remember you said something about GSA early last 
year making some kind of an agreement with the Navy Department. 
Is ney memory correct ? 

Mr. Mansur. That was Defense. 

Mr. McCormack. Defense Department overall. What kind of an 
agreement was that ? 

Mr. Mansure. Now, you are coming down to the surplus and excess. 
That is what you have reference to? 

Mr. McCormack. Yes. I see we have surplus coming then, haven’t 
we? 

Mr. Mansvure. Yes. We are not speaking any more about cata- 
loging. 

Mr. McCormack. I will wait until we get to that. 

Mr. Hoxtrrecp. No. 3: That personnel engaged in property man- 

ment activities be properly qualified or trained for such service; 
poe that military personnel in such activities be required to serve con- 
tinuously over considerable periods of time and be given rank and 
promotion opportunities comparable to those in the combat military 
services, 


This applies mostly to trying to get permanent career people into 


the Military Establishments in ‘their property management activities. 
And, of course, the only part of this that might, “by inference, be 
applied to you would be that when you do set up your staff in this 
‘eld of surplus property manage ment, you try to get qualified people, 


| lam sure you w! ill do that. 
Yr 


all 
fr. Mansure. Right. 

‘he on ly thing is that it is terribly frustrating in our operations 
vhen we have to deal continuously with new personnel of the military 
departments. 

Mr. Hottrtevp. Yes. 

Mr. Mansvre. It just defeats the purpose when they have no back- 
eround inthe operation. That isthe trouble. 

Mr. McCormack. Of course, the second part of that recommenda- 
tion would come before another committee. 

Mr. Hontrrexp. Yes, it would. 

Mr. McCormack (reading) 


\ 
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* * * be given rank and promotion opportunities comparable to those in the 
combat military services. 

Mr. Horrrretp. That is what I thought, that it did not apply so 
much to the General Services as it does to the militar y. 

Mr. McCormack. I notice that. But now in your observations—I 
will put the word “observations” so it will cover the broadest field— 
that includes any other way, supervision or anything else, of the sale 
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of property, excess property or surplus property. Has your Depart- 

ment formed any opinion as to the qualities of those in the military 

service who have been carrying on those sales, auctioneering sales and 
otherwise ? 

Mr. Mansvre. I would like Mr. Thomas to speak on that because 
he has been working with that continuously. 

Mr. McCormack. So the record will show, to my recollection, we 
had evidence from the military side that there was a first lieutenant 
or captain or a major, at the highest, and they were usually in the 
Reserve, not the career profession: al officer. Is my recollection cor- 
rect? Isthat right, Mr. Ward ? 

Mr. Warp. Some of those were in those grades, yes. 

Mr. Tuomas. That is correct. 

To further answer your question, always in the last instance the 
responsibility rests with an officer of the service. 

Mr. McCormack. With what? 

Mr. Tuomas. An officer of one of the services. 

Now I would like to go off the record for just a minute. 

Mr. Houtrrevp. Off the record. 

(Discussion off the record. ) 

Mr. Houtrrevp. Back on the record. 

Mr. Tuomas. The rotation, of not only the military people but 
the civilian people, causes difficulty in the disposal program. 

Mr. McCormack. That is inthe Defense Department ? 

Mr. Tuomas. In the Defense Department. We have experienced 
a number of those rotations. 

Mr. Houtrrevp. It is your opinion from personal observation, then, 
that if officers could be assigned with longer tours of duty in this 
specialized field, and if their civilian subordinates were also main- 
tained on a longer service term, the operation of the Defense Depart- 
ment would be more efficient / 

Mr. THomas. It would improve it considerably. 

Mr. Batwan. I think Mr. Thomas was referring to GSA, Wash- 
ington, relationship with the Pentagon, namely, the civilian control, 
or the OSD level at this time, and not the field level, to which, I 
believe, Mr. Ward was referring, where you get to a base and they 
would have a first heutenant or an ensign in charge of a program. 

Am I correct in your interpretation / 

Mr. THomas. That is correct. 

But, I can go further in my statement to this extent, that it not 
only applies at the Washington level, but at the field level, because 
I operated from a field level for a number of years. 

Mr. Bauwan. I am glad to hear that. 

Mr. Horarmenp. Now what is your experience in observing on the 
field level the assignment of officers? Is there a lack of assignment 
of officers of a high enough grade to properly supervise the program, 
or is the authority of the milit: ry invested in these men in charge 
of the program regardless of grade? 

Mr. Tomas. We ell, to my personal way of thinking, more appro- 
priate assignment of officers, as I have indicated, would definitely 
help. But a high-grade, well-qualified, seasoned, experienced civilian 
disposal officer is what is needed more than anything else—someone 
to advise the military officers as to the proper method of sale, the 
proper market for the ‘disposs il, and so forth. 
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Mr. Batwan. He would not be a military man necessarily ? 
Mr. Tuomas. That is correct. 

Mr. Batwan. Or maybe preferably ? 

Mr. Tuomas. Right. 

Mr. Houirievp. I think we get into that a little deeper in some of the 
‘ other recommendations. 

Mr. McCormack. Will you state for the record what experience the 
GSA has had in connection with top-level civilians in Defense and the 
rapid turnover ? 

Mr. Tuomas. The top-level officials in Defense ? 

Mr. Ho.trrevp. Civilians. 

Mr. Tuomas. The civilians are precluded from getting into 
operations. 

Mr. McCormack. They are in there for too short a period. When 
you get through briefing them, they are good men, but they are men 
coming in from probably some other field of activity, and after the 
briefing, as you might term it, in order to acquaint them with the prob- 
lems and the seriousness of the disposal program, then they either get 
through or go some place else ? 

Mr. Tuomas. That is part of it. But the point that I wish to make 
is that the people in those positions, from the experience that we have 
had, do not, under present DOD arrangements, work closely with the 
operating people in the military. They only issue a directive or other 
instruction. 

Mr. Hotirtetp. And so, the point of your testimony is that top- 
grade civilian career people are lacking on the operational level in the 
field @ 

Mr. Tuomas. That is correct in many instances. 

Mr. McCormack. When you get down into the field, have you 
observed any officers directly charged—of course, whoever is in com- 
mand is the one who is responsible, but I am talking about the one, a 
particular officer, whoever it may be, who is directly charged with the 
sale, say, at a camp or some other installation, who is not qualified ¢ 

Mr. Tuomas. I have not run into any that I can say were not quali- 
fied, sir. I have run into some who, however they are far and few 
between, are very good in the military. But, usually they are only 
going to be there for a short duration. 

Mr. McCormack. Have you run into any that were not good ? 

Mr. Tuomas. I would have to say, no, sir; I have not personally 
really run into any who are not good. 

Mr. McCormack. How do you have this large percentage of poor 
sales ? 

Mr. Tuomas. The function of the officer who has the final say, is 
generally a signature operation with him. The people under him who 
are in lower grades, such as the GS-7’s, GS-9’s, and GS-6’s are the 
ones who actually do this job, and you just cannot get people in those 
grades capable or doing this highly important disposal work. 

Mr. McCormack. What about the officers in the lower ranks? 

Mr. Tuomas. I have run into several who are very inexperienced. 

Mr. Hotrtrretp. Of course 

Mr. McCormack. How do you have this large percentage of poor 
sales, then? There are certain factors that lead into that? 

Mr. Tuomas. I would say mainly inexperience. 
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Mr. McCormack. How does that affect the sales returns in dollars? 
Mr. Tuomas. It makes it very low, sir. 

Mr. McCormack. Well, you have already testified it could be im- 
proved 

Mr. Tuomas. That is correct. 

Mr. McCormack. If the General Services has either the disposal 
or had the money to supervise the disposal, or it could be improved if 
they were more careful in selecting experienced officers. Is that cor- 
rect ? 

Mr. Tuomas. That is correct. 

Mr. McCormack. When you get into the military, while there may 
be civilians employed, if there is an officer in charge, why, you have 
not got the strictly civilian atmosphere that you would have in the 
strictly civilian agency. 

Mr. Tuomas. No, sir. 

Mr. McCormack. Even a civilian under those conditions is operat- 
ing, by reason of the system—and I am not criticizing it—without the 
freedom of mind, that results in freedom of decision and action, that 
they would in the General Services under Mr. Mansure or under Jess 
Larson or in strictly a civilian agency where the spirit is not military. 

Mr. Tuomas. That is a most important point. 

Mr. Mansure. Mr. Kennedy had some observations on that the other 
day. 

Do you want to comment on the operation of the personnel ? 

Mr. Kennepy. A few days ago we were discussing this matter after 
we left the subcommittee, and the Army, as the Congressman knows, 
operates under the “Manchu” law, which we explored rather thor- 
oughly with General Feldman in Ogden a couple of years ago, which 
precludes a tour of duty beyond a certain period, and other services 
have more or less to adhere somewhat to that concept. It is only in 
very exceptional cases that they extend the tours of duty. 

Sometimes an officer who is at the disposal level is usually being dis- 
posed of himself, as well as the material. He has been picked, in some 
instances, because he is not qualified for a proper post command, or de- 
velopment for top posts or training. 

Mr. McCormack’s statement with respect to sales does not arise only 
from the inexperience of the disposal officers, since he is generally fol- 
lowing a directive and probably policy determinations from above. 

Poor sales rise also from the policy determination on the sales meth- 
od, techniques, and procedures. 

IY would only make one observation. Since attention has been 
brought to this surplus problem at the Department of Defense, at a 
military level, there has been four changes of staff at DOD level. Yet, 
the original GSA team is intact today. 

Mr. Houirrecp. That is in a period of how many years, Mr. 
Kennedy ¢ 

Mr. Kennepy. That is in a period since 1953. 

Mr. Houtrterp. I think this is an interesting observation. 

Mr. Tuomas. ‘Two years. 

Mr. Kennepy. Two years, that is right. 

Mr. Larscoms. At what level or classification are these four changes 
that have been made ? 

Mr. Kennepy. At the top policy level. 
Mr. Lirscoms. Civil service ? 
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Mr. Kennepy. Including civil service. 

Mr. Mansvre. I would like to correct that, it is a period of 2 years. 
There is a difference of time there. 

Mr. Liescomn. These four changes all civil-service employees? 

Mr. Kennepy. No, sir. 

Mr. Liescoms. How many of them are? 

Mr. Kennepy. I would say approximately half a dozen. 

Mr. Lirscoms. There are only four. You mentioned four changes. 

Mr. Exuiorr. He did not mention changes of four individuals, he 
four complete changes, turn-overs. 

Mr. Liescoms. Well, at the beginning of this subject, you mentioned 
that the rotation in the Department of Defense was what causes a lot 
of difficulty. In what classification are those changes? I mean, are 
they in appointed positions or in civil-service positions ? 

Mr. Mansure. You are talking about appointed, a good portion of 
these changes? 

Mr. Kennepy. I was speaking to the level which is, we will say, 
GS-15, 16, 17, and 18, supergrades and the top classified grades. 

Mr. Liescoms. Now a great many of these people are civil-service 
employees. What is the reason for them rotating ¢ 

Mr. Exssorr. Perhaps I can explain it. The changes to which Mr. 
Kennedy is referring in the top level civilian staff, as he says, in the 
so-called supergrades, are civil-service jobs. 

ut, they are rotating, I believe, mainly because they have come in 
for a tour of duty from industry. Mr. Spencer, who just left, I believe, 
came from Sears, Roebuck as I recall. 

Mr. Mansvure. Yes. 

Mr. Exxiorr. An exceptionally able and exceptionally fine chap, 
very experienced in merchandising. But, he stayed here just long 
enough to be able to learn the Government pattern and to be able to 
use his ability to apply it to the Government pattern when he went 
back to Sears, Roebuck. 

Mr. Houtrievp. Can you tell us the other men ? 

Mr. Kennepy. He was preceded by Mr. Drake who has much the 
same background. He was largely in storage and transportation. 

Mr. Mansvure. Warehousing. 

Mr. Batwan. Mr. Drake was not Mr. Spencer’s predecessor though, 
was he? 

Mr. Kennepy. I am talking in sense of policy levels in the DOD 
operations. 

Mr. Keogh is now the immediate successor to Mr. Drake, and pre- 
ceding them was Mr. Chapman who had that job at a point 

Mr. Batwan. Was he acting as director, acting staff director, when 
he had it? 

Mr. Kennepy. Mr. Balwan, we must deal with a man even when he 
is “acting.” 

Mr. Lirscoms. Are these the civil-service employees, civil-service 
classification ¢ 

Mr. Exxiorr. Yes, sir 

Mr. Mansure. They might be, but they are civilians that come in 
to do a tour of duty and go out. But, they direct the operation and 
that is our difficulty. 

Mr. Lrescoms. What would their classification be ? 
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Mr. Exuiorr. They are mostly in so-called supergrades, 16, 17, and 
18. They are civil-service jobs, sir. 

Mr. Lirscoms. Does GSA have those same classifications to offer 
qualified personnel ? 

Mr. Mansore. No, they do not. 

Mr. Lipscoms. How do you expect to get qualified personnel to come 
to GSA to do the job you want and stay ¢ 

Mr. Tuomas. We are going to get operating people who need not be 
in as high a bracket. These are operating people we need, the Gov- 
ernment needs to work at the place where “the sales are made. 

Mr. Lirscoms. What is the situation of the operating people at 
DOD level ? 

Mr. Tuomas. As explained, those are the people in the military 
services who are in the very low grades. Now, they are under these 
officers who are the disposal officers and the contracting oflicers at an 
installation. Then, under the officers, will be the regular civil-service 
employees, down in the GS-6, 7, and 9 grades. 

Mr. Lirscoms. When you get your operation into effect, are you 
going to have the same comparable classifications that DOD has, or 
will you be able to offer a better classification in GSA for these 
positions ¢ 

Mr. Tuomas. We will offer considerably higher grades for experi- 
enced disposal specialists. 

Mr. Mansure. We will be able to offer permanency. We will 
develop those people so they become proficient in that specific 
operation. 

Mr. Exxtrorr. You see, in the civil-service grades, as I understand 
it, in the military, at the operating level, they are depressed because 
they have to report to a military ensign or first lieutenant. 

Mr. McCormack. But you have to go further in military. If you 
have a qualified civil-service man who knows merchandising and 
property, even under the surplus or excess status, conditions, if he has 
an officer over him who is inexperienced, why, he is in a rather unfor- 
tunate situation, particularly if the officer is conscious of his rank. 

Mr. Tuomas. That is right. 

Mr. McCormack. Now, we have many fine officers, but if one is 
quite authoritative-minded, why, the best qualified civilian in the 
world would probably live a rather unpleasant life if he is under an 
inexperienced man who was conscious of his authority, seeing things 
disposed of at a price that he knows is not correct, or conditions of 
disposing that flaunted his experience. 

Mr. Mansure. Could I give the members a quick example off the 
record ? 

Mr. Ho.trrevp. Off the record. 

(There was discussion off the record.) 

Mr. Hourrrerp. On the record. 

We want to put in the record at this point an example of the efficiency 
of operation of one of these pieces of property under your operation; 
the grade of the employee that was in charge; the amount of money 
allotted and so forth and what happened when the military took over. 
Because, this is going to occur. It is one of the recommendations which 
I dissented to in regard to the National Industrial Reserve by the 
Hoover Commission, which has recommended be taken away from you 
and turned over to the Defense Department, entirely. 
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Mr. McCormack. Also, would you include how it was that the con- 
duct of the operation of this particular facility was taken away; was 
it by act of Congress or administrative act. 

Mr. Mansvre. I will check on that and give you that information. 

Mr. Exxiorr. It was an administrative act, Mr. McCormack. 

Mr. Houirrevp. It was the Defense Department exercising their 
right of extension for withdrawal 

Mr. Exiorr. No, it was the Defense Department exercising their 
basic authority under the National Industrial Reserve Act. 

Mr. Houtrtetp. To withdraw. 

Mr. Exuiorr. To withdraw; yes, sir. 

Mr. Mansvre. Right or wrong on that, the point is, it is the opera- 
tion of personnel I am trying to bring out. I am not questioning that 
they might be perfectly right and justified in doing it. But what we 
are trying to do with our people is to take the lower grades, and, as 
they qualify give them higher grades so that ultimately they can han- 
dle the authority to act without any officer over them. 

I mean, they are their own officers, and there is where you develop 
a spirit and enthusiasm in doing a job, because they are the boss of the 
job and are held responsible for the results. 

Mr. McCormack. Who exercises the upset price at auctions in the 
field at these installations ? 

Mr. Tuomas. The disposal officers in charge, whether it might be a 
lieutenant, junior grade in the Navy or a captain in the Army. 

Mr. McCormack. It is the officer in the service, not the civilian ? 

Mr. Tuomas. Not the civilian, although he might help the officer. 

Mr. McCormack. Do you know what standards are used by them 
for upset purposes? 

Mr. Tuomas. No, sir, we have never been able to find out. 

Mr. McCormack. Why? 

Mr. Tuomas. They have never given us the answer. I have asked 
for it several times. I myself have personally attended auctions and 
asked how the upset price was established, and they said, “Purely upon 
our experience as to selling here before.’ 

My immediate question was, “Have you had an auction before,” and 
they said, “We have never sold this before.” 

Mr. Lipscoms. Who did you ask that question of? 

Mr. Tuomas. A lieutenant, junior grade at Newport, at an auction, 
for example. 

Mr. Liescoms. What was his position? 

Mr. Tuomas. Disposal Officer in charge of the sale, under, of course, 
the base commander. But, he was the contract and disposal officer. 

Mr. Lipscomb, I would like to explain one thing. 

When we talk about DOD, we are talking about staff level people. 
When we talk about a disposal officer, we are talking about an operat- 
ing group of the military service down at a location. In other words, 
the people we mentioned as having been changed, are the staff people 
who never get into operations. 

Mr. Lirscomp. I really do not understand it, because I cannot un- 
derstand why career civil-service people rotate. I cannot understand 
that. 

Mr. Mansurr. Let me clear that up a minute. Many of these are 
not career civil-service people. They may have a civil-service classi- 
fication, but they are brought in from industry, and they agree to 
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come to Washington for maybe a year. Now, during that period of 
a year, they have, maybe, an excellent background in merchandising. 
But, you have to find out. It takes you a little while to find out about 
government, and by the time they find out about government, and are 
just ready to function, then their tour of duty is over and they leave. 
That is where the turnover comes in. 

Mr. McCormack. You mean, their tour of duty from their private 
employer ? 

Mr. Mansovre. That is right, they go back. 

Mr. Lipscoms. Now, are there people available to take those jobs 
and work in those positions who would make a career out of govern- 
ment service, people who are qualified ? 

Mr. Mansovre. Let me answer it this way. I do not know about 
Defense, but I do know something about GSA. We find those people 
right in our organization, and we are developing them, and I believe, 
that Defense can do more the same thing. 

In other words, you have to promote people along to create a feel- 
ing of loyalty. I feel that people can be found in Defense just like 
GSA finds people. 

Mr. Lirscoms. I feel that good government comes from a policy 
about which you are talking, that you have to build these civil-service 
poops up to a level and pay them comparable wages with industry and 

usiness. 

Mr. Mansure. And another thing you must remember, that every 
time you bring an outsider for a short po of time in, you take the 
job of the person that you are trying to build up to take it. So, finally, 


in discouragement, they say, “Well, I will never get that job anyway, 


so why bother about it, I will just serve out my time and retire.” 

Mr. Lirscoms. This is not a new policy with DOD, this has been 
the practice over several years? 

Mr. Mansvre. I do not know their overall policy, but I think there 
is a weakness, that you have got to develop people and train them 
and then give them responsibility. It is the only way you can do it. 

Mr. McCormack. Of course, it is. It 1s common sense that will tell 
you that. 

Mr. Lirscoms. Mr. Chairman, may [ go back to Mr. Kennedy ? 

Mr. Houtrtevp. Surely. 

Mr. Lipscoms. You mentioned that the directives coming from up 
above down to the field level were not—Pardon me? 

Mr. Tuomas. That is service level. 

Mr. Lrescoms. Service level are not adequate or not up to standard, 
or something like that—is that correct—so that they can conduct the 
sale at the field level properly ? 

Mr. Krennepy. I meant to say, I hope, that the policy guidance that 
is coming from the top level is so frequently changed and new ave- 
nues opened up, new approaches are taken—every time you bring in 
one of these new executives, they have a new approach to the problem— 
and as a result, the policy determinations that are made on the basis 
of those directives sometimes lead to determination to have, we will 
say, an auction sale at a certain location. 

Well, it might have been better if they had had competitive sealed 
bidding or some other form of offering. As a result, the returns, as 
Mr. McCormack was alluding to, in some instances are below what they 
might otherwise have been. 
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Mr. Lipscoms. All right. Now, are you making your statement 
from some analysis that you have made of these directives and changes, 
or is this just an opinion that GSA is making ? 

Mr. Kennepy. I am just making the observation myself. I am 
not speaking for 

Mr. Tuomas. I would like to answer that question. We can say 
that our statements that we are making in regard to the flow of this 
information and directives down is what we have actually observed 
and experienced. 

As an illustration, and off the record just for a minute. 

(There was discussion off the record. ) 

Mr. Ho.irrecp. We would like to have that on the record, your 
experience in formulating that, who you formulated it with and dates 
involved. 

Mr. McCormack. The difficulty of the Defense Department. 

Mr. Tuomas. A review of a screening procedure that was made 
jointly by the Department of Defense and GSA called for an imple- 
mentation in 120 days, from January 21 to May 21. 


JANUARY 25, 1955. 
To : Regional Director, GSA, Chicago, Il.” 
From: Commissioner, FSS /S/. 
Subject: DOD-GSA concurrent screening agreement. 

There are attached two copies of an agreement between GSA and DOD con- 
cerning the utilization screening of DOD excess property. 

This agreement covers all the proposals developed during the October Con- 
ference of Regional PPUD Chiefs. It should be noted that parts 1, 2, and 12 
are effective immediately. 

With respect to part 12, a revision of title 1 will be released by the central 
office on or about February 1, 1955, and after such date, civilian agency excess 
will be under the control of GSA when the SF 120’s are received by the regional 
offices. Although MRD may still receive 1 copy of civilian agency reports 
until such time as the revision of title 1 can be completely implemented, MRD 
will take no action on such copies. 

The changes required in Manual GS 5-3 are being prepared for release to 
regional offices as quickly as possible. The DOD will issue appropriate direc- 
tives to the military services to implement this agreement as soon as possible, 
but in any event, not later than 120 days from January 21, 1955. Until regions 
received revised procedures which rescind FSS Order 68, operations will continue 
without change with the exception of the handling of civilian agency reports 
of excess referring items to MRD when in the judgment of the regions such 
action would be productive. 

Under this agreement, a cutoff date will be established for discontinuing the 
distribution of MRD listings to regional officers. This date will be provided 
regional offices as soon as it is established. 


AGREEMENT BETWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF 
DEFENSE REGARDING SOREENING OF EXCESS PERSONAL PROPERTY 


On January 15, 1954, the Assistant Secretary of Defense (Supply and Logis 
tics) and the Administrator of General Services concluded an agreement de- 
signed primarily for the expeditious screening of excess personal property of 
the Department of Defense. Under the terms of the agreement, a joint evalua- 
tion of the effectiveness of the policies and procedures affecting the screening 
operations was initiated on November 22, 1954. As a result, specific revisions 
were recommended to improve the screening effectiveness and to promote greater 
utilization of the personal property of the Federal Government. 

Therefore, it is agreed that the following 12 major revisions and provisions 
will be incorporated into the agreement of January 15, 1954, and that these 
and other minor operational provisions will be implemented in the appropriate 


1 Same memorandum sent to regions 2, 3, 4, 6, 7, 8, 9, and 10. 
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regulations of the General Services Administration and the Department of 
Defense. 
1. Eliminate local area screening of nonreportable Department of Defense 
property prior to offering for sale. 
2. Eliminate all decentralized screening for the 12 Federal supply classifica- 
tion groups of personal property listed below: 
FSC groups Items 
10 Weapons 
12 Fire-control equipment 
13 Ammunition and explosives 
15 Aircraft and airframe structural components 
Aircraft components and accessories 
Aircraft launching, landing, and ground-handling equipment 
Ship and marine equipment 
Medical, dental, and veterinary equipment 
Training aids and devices 
Textiles, leather, and furs 
Clothing 
Live animals 


3. Require reporting of Federal supply classification groups 65, 83, and 84 to 
the General Services Administration for interagency screening. 

4. Expand the present grouping for reporting excess personal property from 
the 11 commodity categories now used to the 99 Federal supply classification 
groups. 

5. Retain all nonreportable categories of property as presently designated 
with the exception of Federal supply classification groups 65, 83, and 84 which 
hereby are designated as reportable. 

6. Eliminate the special screening for furniture and office equipment so that 
such property will be screened in the same maner as other reportable exess 
property. 

7. Require all standard forms 120 covering Department of Defense excess 
property to be forwarded to appropriate General Services Administration regional 
offices by the Department of Defense Screening Agency (Materiel Redistribution 
Division). 

8. Provide a 90-day screening period for General Services Administration 
screening of all reportable Department of Defense excess property. Upon com- 
pletion of this screening period reported excess property will be automatically 
released as surplus materiel. 

9. Provide for the immediate release of Department of Defense excess property 
by General Services Administration in advance of the automatic release date, 
whenever warranted. 

10. Authorize the Department of Defense Screening Agency (Materiel Re- 
distribution Division) to request Department of Defense excess materiel which 
was previously reported to the General Services Administration provided such 
request is made within the 90-day General Services Administration screening 
period. Such requests will be honored on a first-come, first-served basis. 

11. Retain the $300 minimum line item screening limitation for all reportable 
property of the 99 Federal supply classification groups with the exception of the 
following 14 groups, which groups will become reportable to General Services 
Administration if the acquisition cost is $100 or more per line item. 

FSC groups Items 


51 Hand tools 

Measuring tools 

Hardware and abrasives 

Construction and building materials 
Photographic equipment 

Furniture 

Household and commercial furnishings and appliances 
Food preparation and service equipment 
Office machines 

Office supplies 

Recreational and athletic equipment 
Cleaning equipment and supplies 
Brushes, paints, scales and adhesives 
Clothing and individual equipment 
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12. Eliminate the requirement that civilian agencies report excess property 
direct to the Department of Defense central screening agency. General Services 
Administration regional offices will process only selected civilian agency excess 
personal property to the Department of Defense central screening agency. 

Under the terms of this agreement, provisions 1, 2, and 12 may become opera- 
tive on the effective date of this agreement. All other provisions hereof shall 
be effective as soon as possible after publication of the Department of Defense 
implementing instruction, but in any event not later than 120 calendar days from 
the effective date of this agreement. 
The effective date of this agreement is January 21, 1955. 

(Signed) Epmunp F. MANSURE, 
Administrator of General Services. 











Date: January 17, 1955. 





(Signed) T. P. PIKe, 
Assistant Secretary of Defense (Supply and Logistics). 
Date: January 21, 1955. 








GENERAL SERVICES ADMINISTRATION 











WASHINGTON 25, D. C. 
FEBRUARY 23, 1955. 






FEDERAL SUPPLY SERVICE ORDER No. 68, SUPPLEMENT No. 2 









To: All officials of the General Services Administration. 
Subject: Concurrent Screening with Department of Defense of Pxcess Personal 
Property. 






1. GENERAL 





This supplement provides for the discontinuance of the concurrent screening 
with the Department of Defense of excess personal property and prescribes the 
procedure to be followed during the changeover period. Permanent procedures 
for the screening of excess personal property will be codified in volume GS§ 5-3. 













2. CIVILIAN AGENCY EXCESS 








The requirement that copies of Standard Form 120: Report of Excess Per- 
sonal Property, be transmitted to the Materiel Redistribution Division, formerly 
the Surplus Materials Division, Department of Defense, was discontinued effec- 
tive February 1, 1955. The Materiel Redistribution Division will take no action 
on any reports from civilian agencies dated after February 1, and received after 
February 12 except where such reports contain a GSA regional office control 
number and are received from GSA regional offices with appropriate transmittal 
documents. 














8. PROCESSING CIVILIAN AGENCY REPORTS 







All civilian agency reports dated on or after February 1, 1955, shall be 
reviewed by the regional Personal Property Utilization Division and the follow- 
ing action taken: 

(a) Receipt of reports shall be acknowledged by form letter giving the GSA 
control number and automatic release date. 

(0) Reports having more than one Federal Supply Classification Group shall 
be returned immediately to the reporting agency for resubmission in accordance 
with the reporting requirements of GSA Regulation 1-III-302.00. 

(c) Property determined to have no utilization potential shall be released 
immediately as surplus to the reporting activity on GSA form 114, after provid- 
ing the Department of Health, Education, and Welfare a period of 10 days for 
review of the property. 

(d) The first carbon copy of reports (standard form 120) concerning property 
which is considered of interest to the Department of Defense shall be submitted 
to the Materiel Redistribution Division with a transmittal letter which shall 
indicate the GSA regional control number. These reports shall be submitted in 
time to permit the Materiel Redistribution Division approximately 15 days for 
processing and mailing and a period of 45 days for priority screening. In each 
such instance, GSA regional offices shall notify the Materiel Redistribution 
Division of the expiration date of the Department of Defense screening period. 
(e) Civilian agency property will be subject to a 90-day screening period 
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after which it will be antomatically released as surplus. Accordingly, actions 
to cireularize or otherwise offer excess property to other agencies shall be timed 
to be completed prior to the automatic release date. 

(f) Surplus preperty shall be available to the Department of Health, Educa- 
tion, and Welfare for a period of not more than 10 days. 

(g) All releases of property as surplus prior to the automatic release date 
shal! be accomplished by the use of GSA form 114. 

(hk) All reports for civilian excess property dated after February 1, 1955, 
shall be held by regional offices and shall not be submitted to the Materiel 
Redistribution Division in accordance with subsection 3 (d) above until after 
February 28. 

4. DEPARTMENT OF DEFENSE LISTINGS 


The present concurrent consolidated lists will continue to be transmitted to 
the GSA regional offices through February 28, 1955, and the present procedure 
will be followed until these lists expire. 

Lists prepared by the Materiel Redistribution Division on March 1 and there- 
after will be used only for internal Department of Defense screening. Upon 
completion of circularization within the Department of Defense of civilian 
agency reports, referred to the Materiel Redistribution Division by GSA regional 
offices, the standard form 120 will be returned to the appropriate GSA regional 
office at the end of the 45-day screening period set by the regional office. 


5. DEPARTMENT OF DEFENSE REPORTS CLEARED BY MRD 


(a) Excess reported by an organization unit of the Department of Defense 
will bear on the face of the standard form 120: Report of Excess, the control 
number identification of the Materiel Redistribution Division and the automatic 
release date which will permit a net 90-day period during which this property 
will be under GSA control. 

(b) Reports will be accompanied by a transmittal memorandum listing the 
reports by the MRD contrel number. Receipt of these reports shall be ac- 
knowledged immediately by the regional office by annotating the carbon copy 
of the transmittal letter with the regional control number and returning it to 
the Department of Defense. ‘These reports will have already been through 
military screening processes and the property listed will be excess to the De- 
partment of Defense and available for utilization action immediately upon 
receipt of the report. If a report of excess does not have a Materiel Redistribu- 
tion Division control number, it may be assumed that it reached the regional 
office in error and should be returned in accordance with volume GS 5-8, 201.02. 

(c) Excess property determined to have utilization potential shall be offered 
for transfer in the prescribed manner except that actions must be completed 
prior to the automatic release date. 

(d@) Excess property having no utilization potential shall be determined to 
be surplus and released back to the Materiel Redistribution Division on GSA 
form 114 immediately after the 10-day maximum review period allowed the De- 
partment of Health, Education, and Welfare. This release may be for the 
entire report or individual line items, as necessary. 

(e) In the processing of donation determinations, DHEW forms 136 shall be 
sent directly to the holding activity within the Department of Defense after 
they are approved or disapproved in accordance with the provisions of GSA 
Regulation 1-I1V—202.04. No copy is required for the Materiel Redistribution 
Division. 

6. TRANSFERS OF ALL EXCESS PROPERTY 


Civilian agency property shall be transferred on a “first come, first serve” 
basis unless such property has been submitted to the Materiel Redistribution 
Division for the 45-day priority screening. Department of Defense property 
may be transferred anytime after the receipt of the standard form 120 from the 
Materiel Redistribution Division, but prior to the automatic release date. 

Requests for any extension of the automatic release date shall be submitted 
to the Personal Property Utilization Division, Central Office, for necessary 
coordination with the Materiel Redistribution Division. 


7. EVALUATION OF SMALL DOLLAR TRANSFERS 


The $300 minimum line item for the screening of all reportable property within 
the 99 Federal supply classification groups is retained except that the following 
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14 groups will be reported to GSA if the acquisition cost is $100 or more per 
line item; 
FSC groups Item 

51 Hand tools 

52 Measuring tools 

53 Hardware and abrasives 

56 Construction and building materials 

67 Photographic equipment 

71 Furniture 

72 Household and commercial furnishings and appliances 

73 Food preparation and service equipment 

74 Office machines 

75 Office supplies 

78 Recreational and athletic equipment 

79 Cleaning equipment and supplies 

80 Brushes, paints, scales, and adhesives 

84 Clothing and individual equipment 

In order to evaluate this new reporting requirement, regional offices shall 

record the dollar value of transfers made from these 14 categories of Depart- 
ment of Defense property. This record shall not include any transfers made 
from property in these groups which are reported when the acquisition cost is 
over $300. The implementation of this new requirement by the Department of 
Defense will mean that reports in these categories will not be forthcoming imme- 
diately and the period for evaluation will be approximately 6 months after these 
reports begin flowing through the system. Information shall be recorded by the 
Federal supply classification group number for analytical requirements and for 
reporting requirements to be specified at an early date. 


8. EXPIRATION DATE 


The provisions of Federal Supply Service Order No. 68 and supplements Nos. 1 
and 2 thereto shall become obsolete on and after May 20, 1955. 
CuiiFTon E. MAcK, 
Commissioner of Federal Supply Service. 

Mr. McCormack. This date is what ? 

Mr. Tuomas. May 20. The agreement has not been implemented 
by the Department of Defense. 

Now, after that implementation by the office of the Assistant Sec- 
retary of Defense, Logistics and Supply, it will be necessary for each 
of the services to implement. 

Mr. Horrrretp. And from experience, how long would you estimate 
that will take? 

Mr. Trromas. It will probably be several more months. There did 
come to us in the earlier part of the week a regulation issued by the 
Army which was obsolete the day that it was implemented, as an 
illustration of the length of time it takes these to pass. 

Mr. Howirrecp. Between agreement and issuance of directive? 

Mr. Lrescome. In your observation of this procedure, do you find 
that the civilians in the Department of Defense are pretty willing to 
make these agreements with you to implement these directives to con- 
form with what you have in mind ¢ 

Mr. Tuomas. We have had little difficulty in about the last 8 months 
in getting together with them and bettering the utilization procedures. 

Mr. Lirscoms. Have you observed where that delay comes? Is it 
down through the field, Army, Navy, and Air Force ? 

Mr. Tuomas. Well, the delay starts, as I indicated, getting out a 
directive by the responsible DOD official. Then, each one of the serv- 
ices must go through the necessary motions to get it into the Army, 
Navy or Air Force regulations for their operating people in the field. 
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And, until it is a printed word, the operator will take no direction 
from anyone other than what is written in the book or regulation. 

Now in contrast, GSA, once a procedure is agreed upon, can imme- 
diately start oper ating. W e advise our field officers, and they imme- 
diately start operating. 

Mr. Lirscoms. Do you know of any action in the Department of 
Defense that has been taken to expedite these directives ? 

Mr. Tuomas. I learned one day earlier in the week, that the Office 
of the Secretary of Defense intends to take a GSA regulation, put a 
concurrence and approval sheet on it, and ask for immediate imple- 
mentation by the services. I do not know whether that trial has 
actually been made or not, but they were thinking about trying it. 

Normally, however, they take our regulation, which is the govern- 
mentwide directive which governs in the disposal and utilization of 
property, and it is completely rewritten. Usually, the DOD directive 
bears little resemblance to the GSA regulation. “Even by association, 
you would have difficulty in identifying i it. 

Mr. Mansvure. The question I cannot understand is that if Defense 
has been unified, three branches of service, why the directive cannot 
go from DOD right through all branches of the service. Now, there 
must be some answer to it. I mean, it just seems strange that you have 

the Department of Defense, and then whatever they say still has to go 
all through the hopper again with Army, Navy, and Air Force. 

Mr. Barwan. Mr. Chairman, I know in talking with Mr. Pike, that 
he is very much aggravated by this problem, as far as his own author- 
ity on the OSD level, and I understand that sometime ago, probably 
as long as 3 or 4 or 5 months ago, Mr. Pike had presented that problem 
to Secretary Wilson and that thev had overcome that problem some 
way, in which it is possible for a directive to be issued by Secretary 
Wilson without concurrence by the Army, Navy, and Air Force, which 
isa way, almost, of sabotaging some of the intent of those direc ‘tives. 
Now, I say, that is my understanding, and I am surprised at what is 
being said here. However, that can be cleared up, and when you call 
and talk to Mr. Pike— 

Mr, Exxtorr. Excuse me. I would like to give another example, 
if I might ? 

We have in preparation a revision of the standard Government 
contract form, standard form 33. That has been delayed 12 months 
in the Department of Defense because the people i in the: top DOD staff 
cannot act without the unanimity of the 3 services, and the 3 services 
have different points of view and cannot get together on different 
clauses. For instance, the Navy and the Air Force have an entirely 
different point of view on the tax clause. As long as that is unrecon- 
ciled, nothing happens and, apparently, the Department of Defense 
oflicials, as distinguished from the Army, Navy, and Air Force cannot, 
or won't, knock their heads together and get a single point of view. 

Mr. Batwan. That is a different point. Now, if when the Assistant 
Secretary of Defense (Supply and Logistics), seeing the lack of 
nanimity among the services himself, makes the decision not to issue 
a directive, it becomes the decision of OSD not to agree with you peo- 
ple. But, where you can get the Assistant Secretary of Defense to 
agree with you people, even though he does not want to agree with 
the people in the Army, Navy, and Air For ce, he can issue a directiv e, 









52 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


as I understand it, which can be implemented at once. As I say, I am 
surprised. He may not choose to agree with you. 

Mr. Exuiorr. Mr. Balwan, I frankly do not know whether he has 
the naked, legal authority to issue such a directive. I am not aware 
of any circumstance where they have done so. 

Mr. Batwan. Not as an Assistant Secretary of Defense. He is a 
staffman. But, using the power of a staffman through Secretary 
Wilson, he can do that. And, repeating, I understand that that agree- 
ment has been made and that they have that power. 

Mr. Hotirtetp. We will check into that point. 

Mr. McCormack. I know, but these people are giving evidence 
where they have the power, but they have not exercised it. 

Mr. Tuomas. I have another classic example that adds a little bit 
to this discussion. Most of our regulations which are developed within 
GSA are cleared informally with DOD in draft before coming out in 
final form. We had one draft regulation, an important one, which 
was over there for 11 months without receiving any concurrence or 
firm suggested changes. We have not issued it. But, it has not been 
implemented yet, even by the DOD. This is the exchange sale regu- 
lation. 

Mr. McCormack. I assume that every one of these was sort of in- 
formal discussions prior to the final promulgation. That is all im- 
plied. 

Mr. THomas. Yes, sir. 

Mr. McCormack. The regulation effected May 6 on the exchange of 
property, has that been implemented yet ? 

Mr. Tuomas. It has not. That is the one I was just talking about. 

Mr. McCormack. As a matter of fact, I called that to the attention 
of Secretary Thomas in the hearings the other day, a week or 10 days 
ago, on the food and clothing, and also to Assistant Secretary Hig- 
gins. That has not been implemented yet. 

Mr. Tuomas. Not to my knowledge, sir. 

Mr. McCormack. Some time ago I asked you what standards are 
used for upset purposes, and you said you did not know. 

Mr. Tuomas. I said I did not know what they use. 

Mr. McCormack. Yes, and you said in several cases you sought 
information, but could not get it. Is that correct ? 

Mr. Tuomas, That is right. 

Mr. McCormack. Were you denied it? 

Mr. Tuomas. We were not outright denied, but——— 

Mr. McCormack. But you did not get the information ? 

Mr. Tuomas. The information has not been forthcoming; no. 

Mr. McCormack. Have you a record of those cases where you did 
ask for the information ? 

Mr. Tuomas. I can supply it, sir. I do not have the information 
here. 

(The material requested follows :) 

It is noted that the committee requested a record of cases where GSA rep- 
resentatives were unable to obtain upset prices and other data in connection 
with DOD auction sales. 

It should be made clear that we know of no instances where such informa- 
tion was denied to GSA representatives if available. The problem has been 
that in too many instances few or no upset prices have been established. This 
was the situation encountered at the auction sale conducted by the United 
States Naval Supply Depot, Newport, R. I., last August, and it will be recalled 
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that in questioning Colonel Beardsley, disposal officer, Second Army, during a 
recent visit to Fort George G. Meade, he stated that it was not the practice of 
installations under his jurisdiction to use upset prices in connection with any of 
their sales. 

June 14, 1955 

Mr. McCormack. Would you put it in the record; and whom you 
asked the information of ¢ 

Mr. Tuomas. Yes, sir. 

Mr. McCormack. And what reasons they gave ? 

Mr. Liescoms. Were they verbal or written ? 

Mr. Tuomas. Verbal, sir. Most of these were where we were out 
reviewing some of their sales, talking with the disposal officers, people 
at the sale, and so forth. 

Mr. Mansvre. Right in the field, wasn’t it ? 

Mr. Tuomas. Right in the field, yes. 

Mr. Hourrretp. | wonder if we can now go to recommendation 
No. 4, and that is specifically directed toward the General Services 
Administration. 

Mr. Lipscoms. Just one further question along Mr. McCormack’s 
line about the informal discussion that you have on these agreements. 
Do they include the branches of the armed services in these, the Army, 
the Navy, and the Air Force? Do they sit in on the informal dis- 
cussions ¢ 

Mr. Tuomas. Yes, they usually do, after we clear with the top 
DOD people. 

Mr. Hontrietp. Now, will you respond to recommendation No. 4 
Mr. Mansure # 

Mr. Mansure. We concur in the recommendation for amending 
Public Law 152 to eliminate all statutory exemptions for the execu- 
tive branch of the Government from GSA authority. The possible 
economies from this measure are estimated to be several million 
dollars per annum. ‘there will be objection taken by some of the 
present exempted agencies. 

That is referring to (a2). Now,on (b). 

We concur. I do not think we need to go any further on that 
phase of it. 

Mr. Honrrreitp. In other words, (b) is put in there as a justifiable 
exemption, but that exemption should not be on the part of the agency 
involved, but should be by others to the President and upon proof 
to him that such exemption is necessary. 

The record may show at this time that the Department of Agricul- 
ture, the Housing and Home Finance Agency, the Tennessee Valley 
Authority, the Atomic E nergy Commission, the Central Intelligence 
Agency, and the Federal Mar itime Administration all have statutory 
right of exemption in certain instances under Public Law 152, and it is 
these exemptions to which you address yourself, Mr. Mansure, and 
which requests that they be removed in the interest of economy and 
efficiency and maximum recovery in the disposal and utilization of 
surplus property. 

Mr. McCormack. Take on (b) : Authorize the President to prescribe 
by executive order and so forth, 

What is your view on whether there should be some legislative stand- 
ard or directions prescribed ? 

Mr. Exnsorr. Might I answer that? 


? 
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Mr. Mansvure. Yes. 

Mr. Exniorr. I would think that would be helpful. There is a 
precedent for it. You will recall the motor-vehicle legislation which 
was passed last year. That sets up a power in the President, or his 
delegate, to provide exemptions. That law provides certain procedure 
for obtaining it, and sets up definite general categories into which the 
exemption should be made. 

I would think it would be helpful as an expression of intent of the 
Congress of the areas in which exemptions might, or might not, be 
made. It would seem that if would behelpful tous. It would seem to 
me it would be helpful to the other agencies. 

Mr. Hotiriecp. And to the President. 

Mr. Extiorr. And it would be helpful to the President, or, particu- 
larly, to such folks that will really do it for him, or do the staff work 
for him, such as the Bureau of the Budget. 

Mr. Ho.irretp. Would you care to put in, Mr. Mansure, after con- 
sultation with your associates, suggestions to the subcommittee in con- 
nection with what should be incorporated as standards, or legislative 
standards and distributions of the exercise of the delegative power of 
exemptions ? 

Mr. Mansure. We could do that; yes. 

Mr. Hourrietp. Would you also submit to the subcommittee a draft 
of amendatory language which, in your opinion, would cover this rec- 
ommendation ? 

(The material referred to was submitted to the subcommittee in the 
form of Senate bill 2591 and follows:) 


[S. 2591, 84th Cong., 1st sess.] 


[Omit the part struck through] 


A BILL To amend section 602 of the Federal Property and Administrative Services Act of 
1949 with respect to the utilization and disposal of excess and surplus property under 
the control of executive agencies 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 602 of the Federal Property and 
Administrative Services Act of 1949 (63 Stat. 399, 40 U. S. C. 474), as amended, is 
hereby amended by adding at the end thereof a new subsection to read as follows: 

“(g) (1) Notwithstanding the provisions of subsection (d) of this section or 
of any law other than this Act, the Administrator shall exercise the authority 
vested in him by this Act with respect to the utilization and disposal of all 
excess and surplus property, real and personal, which is under the control of any 
executive agency, except that nothing in this Act shall impair or effect any 
authority of— 

‘““(A) any executive agency to dispose of property under its control when 
such disposal is made as specifically authorized by law in a particular manner, 
to a particular class or classes of persons, or for particular purposes, as part 
of or in furtherance of program activities of such agency, including, but not 
limited to, disposal by the Department of Agriculture of agricultural com- 
modities acquired under price support or other agricultural assistance pro- 
grams, and disposal by the Tennessee Valley Authority of reservoir lands, or 
inplece power equipment facilities with appurtenant rights-of-way +e pewer 
distributers, and of other property similarly disposed of by such Authority 
in connection with its program activities, but the agency carrying out such 
program shall, to the maximum extent practicable consistent with the fulfill- 
ment of the purposes of the program and the effective and efficient conduct 
of its business, coordinate its operations with the requirements of this Act 
and the policies and regulations prescribed pursuant thereto; or 
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“(B) the Joint Committee on Printing under the Act entitled ‘An Act 
providing for the public printing and binding and the distribution of public 
documents’, approved January 12, 1895 (58 Stat. 601), as amended, or any 
other Act. 

“(2) The President may by Executive order make such specific exemptions 
from the exercise by the Administrator of General Services of his authority under 
this subsection with respect to the utilization and disposal of excess and surplus 
property as the President deems to be necessary in the public interest. eek 


Hr the dedetet deststet tet fe 
then thirty days prier te the issuance > the President shall submit 
report to the Congress in January of each year te and inehiding the year 1960 of 
oth dae ee orders tested heretnder drite the precedine erttendear yore and the 

Src. 2. This Act shall become effective ninety days after its enactment. 

Mr. Exuiorr. Yes, sir, and may we have the permission of the com- 
mittee to consult and confer with this staff in developing legislation ? 

Mr. Hottrtetp. That is right. 

Mr. McCormack. Now, on Public Law 152, section 201, paragraph 
A, describing the policies and method of procurement supply. person- 
nel, property and so forth, there is a proviso that Secretary of Defense 
may from time to time, and unless the President shall otherwise direct, 
exempt the National Military Establishment from action taken or 
which may be taken by the Administrator under clauses—Administra- 
tor or the Administrator of GSA, isn’t it? 

Mr. Exuiorr. Yes, sir. 

Mr. McCormack. Under clauses 1, 2, 3, and 4 above whenever he 
determines such exemption to be in the best interests of national 
security. 

Now as I remember, and if my memory is incorrect, I would like to 
be corrected, President Truman did issue a letter in which he did not 
exempt the military. Is that correct? 

Mr. Mansvre. That is correct. 

Mr. Exuiorr. Mr. McCormack, I think really what the President 
issued was a directive, when GSA was created. which said: Maintain 
the status quo. Do not you, Mr. Secretary, make any more exemptions, 
but don’t you, Mr. GSA, go in any further to defense business. In- 
stead, the two of you sit down together with the Director of the Bureau 
of the Budget and try to develop areas of understanding. 

So, his letter was for both of us. Don’t you think so, Mr. Ward? 

Mr. Warp. Yes. 

Mr. McCormack. Since then, the letter of former President Truman 
has been superseded by another letter from President Eisenhower. 
Is that correct ? 

Mr. Exxtorr. Yes, sir. 

Mr. McCormack. I ask unanimous consent, Mr. Chairman, that the 
letter of President Truman, former President Truman, of July 1, 
1949—that is the correct date, isn’t it ? F 

Mr. Extiorr. Yes. 

Mr. McCormack. Be inserted in the record at this time, and also 
that we be furnished with a copy of the countermanding letter, to the 
extent that it did, of President Eisenhower to be also inserted at this 
point, 


Mr. Hoririretp. Without objection, the documents will be printed in 
the record. 
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(The letters referred to are as follows: ) 


THE WHITE HOUvSsE, 
Washington, June 8, 1954. 
To: The Director of the Bureau of the Budget. 
The Secretary of Defense. 
The Administrator of General Services. 

By virtue of the authority vested in me by section 205 (a) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 U. S. C. 481 
(a)), there is hereby revoked the memorandum of the President dated July 1, 
1949, and directed to the Director of the Bureau of the Budget, the Secretary of 
Defense, and the Administrator of General Services, copy of which appears on 
puge 108 of the pamphlet of the General Services Administration dated October 
1952 and entitled “Federal Property and Administrative Services Act of 1949, as 


amended.” 
Dwieut D. EISENHOWER. 


APPENDIX A 


THE WHITE HOUSE, 
Washington, July 1, 1949. 
To: The Director of the Bureau of the Budget. 
The Secretary of Defense. 
The Administrator of General Services. 

By virtue of the authority vested in me by section 205 (a) of the act entitled 
“An act to simplify the procurement, utilization, and disposal of Government 
property, to reorganize certain agencies of the Government, and for other pur- 
poses,” approved June 30, 1949 (the Federal Property and Administrative Serv- 
ices Act of 1949), it is hereby directed that: 

1. Pending determinations made in the course of the studies hereinafter 
directed to be instituted, the several departments and agencies constituting the 
National Military Establishment shall continue to procure through the Admin- 
istrator of General Services such supplies, materials, equipment, and other per- 
sonal property, and have performed by the Administrator such related functions 
of the types specified in section 201 (a) (1) of the Federal Property and Admin- 
istrative Services Act of 1949 as were customarily procured or performed for 
the departments and agencies of the National Military Establishment by the 
Bureau of Federal Supply prior to the taking effect of said act. Until further 
order of the President, the Secretary of Defense shall not, without the prior 
approval of the President, issue any order or directive exempting the National 
Military Establishment in accordance with the proviso in section 201 (a) of the 
kK‘ederal Property and Administrative Services Act of 1949, from action taken or 
to be taken by the Administrator of General Services under said section. 

2. The Administrator of General Services, the Secretary of Defense, and the 
Director of the Bureau of the Budget (1) shall forthwith undertake and dili- 
gently pursue, studies aimed at developing areas of understanding with respect 
to the extent to which the National Military Establishment should be exempt 
from the jurisdiction of the Administrator under sections 201 and 206 of the 
Federal Property and Administrative Services Act of 1949, and (2) shall present 
any appropriate recommendations to the President. 

Harry 8S. TRUMAN. 


Mr. McCormack. What was the effect of the Truman letter? 

Mr. Exxiorr. The effect of the Truman letter, as I understand, sir, 
was to say: For the time being, maintain the same relations between 
GSA and the Department of Defense that existed heretofore between 
the Federal Supply Service and the other elements which made it up, 
that is, Defense should not take any more exemptions, and GSA should 
not step further into the military business. Then it said 

Mr. McCormack. That is, pending further study ? 

Mr. Extiorr. Pending further study. And it directs the Admin- 
istrator of General Services and the Secretary of Defense and the 
Director of the Bureau of the Budget to consult and confer and develop 
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areas of understanding under which GSA-DOD relations would be 
established and operated. 

Mr. McCormack. What did that letter leave in the GSA ? 

Mr. Exxiort. It left in the GSA, so far as the Department of Defense 
was concerned and insofar as 201 functions are concerned, section 201 
functions, the power to continue the same sort of services and contract- 
ing that they had been doing prior to July 1 and the opportunity to 
make voluntary arrangements by agreement with the Department of 
Defense and the Director of the Bureau of the Budget on further 
services. 

Mr. McCormack. What was the effect of the letter of President 
Eisenhower ? 

Mr. Houtrretp. Before he answers that, will you yield ? 

Mr. McCormack. Yes. 

Mr. Houirtevp. And did it not leave with you the authority and 
opportunity to go to the President in case you could not agree upon 
an area of responsibility and coordinate procedure ? 

Mr. Exusorr. That is correct, sir. 

Mr. McCormack. I think I ought to read here a portion of the letter 
from former President Truman, and I quote: 


Until further order of the President, issue any order or directive exempting 
the National Military Establishment in accordance with the proviso in section 
201 (a) of the Federal Property and Administrative Services Act of 1949, from 


action taken or to be taken by the Administrator of General Services under 
said section. 


Mr. Houirietp. That was what I referred to. 
Mr. McCormack. Now, will you answer my other question, as to 


what effect the letter the subsequent letter and order of President 
Eisenhower had on the GSA jurisdiction, functions, and also, what 
its effect on the Defense Establishment was? 

Mr. Exxtiorr. President Eisenhower’s letter is dated June 8, 1954, 
and it is very short. It is addressed to the Director of the Bureau of 
the Budget, the Secretary of Defense, and the Administrator of Gen- 
eral Services. It reads: 

3y virtue of the authority vested in me by section 205 (a) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 U. S. C. 481 
(a)), there is hereby revoked the memorandum of the President dated July 1, 
1949, and directed to the Director of the Bureau of the Budget, the Secretary of 
Defense, and the Administrator of General Services, copy of which appears on 
page 108 of the pamphlet of the General Services Administration dated October 
1952 and entitled “Federal Property and Administrative Services Act of 1949, 
as amended.” 

I would take that to mean that the statute then stands as is, with- 
out any implementation. I think the Secretary of Defense is free 
now to proceed to make exemptions himself, if he so desires. He has no 
restraining order of the President. 

On the other hand, I think we are free in a particular area, if we 
wish to go to the President and ask him to issue an order restraining 
the Secretary, or if the Secretary should take an exemption, I think 
we would be free to protest it to the President and ask him to issue 
a clirective. 

In other words, both sides are free to act. 

Mr. McCormack. The second letter, the letter of President Eisen- 


hower, was a revocation of the letter of former President Truman ? 
Mr. Exuiorr. Yes, sir. 
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Mr. McCormack. And, of course, anybody would be free to go in 
protest, even if you are a private citizen, if you can get in. 

Mr. Exxiorr. What I meant, Mr. McCormack, was that, suppose 
we had a particular area, not an across-the-board overall section 201 
—— ut let us suppose an area in warehousing, for instance. 

Mr. McCormack. Or traffic. 

Mr. Exuiorr. Or traffic. 

Mr. McCormack. I am going to ask you a few questions on that. 

Mr. HouiFretp. Or communications? 

Mr. Exxiorr. Or communications. 

I do not take the President’s letter to mean that we are precluded 
from going through proper channels to the President with a docu- 
mented case for a Presidential order on a particular field. 

Mr. McCormack. I could not conceive of Mr. Mansure—if nec- 
essary, he is not doing it. I say that complimentally, out of respect. 
So that, in other words, it is under the Truman letter that your rights 
were frozen and vested under the law; is that correct ? 

Mr. Exuiorr. They were frozen and vested, but they were also, 
insofar as they were vested, they were vested into a relatively limited 
degree, because they were vested only to the extent of operations as 
they existed July 1 of 1949, 

Mr. McCormack. Yes, but they were much greater than they are 
now. 

Mr. Liescoms. What was the answer to that ? 

Mr. McCormack. Much greater than they are now. 

ae Exuiorr. The answer is “Yes,” so far as vested rights are con- 
cerned, 

Mr. Lrescoms. You said limited, though ? 

Mr. Exxiorr. Very limited ; yes, sir. 

Mr. McCormack. For example, what did you have that you do 
not have now? 

Mr. Mansore. In the first place, in the purchase of common-use 
items, Defense was supposed to use GSA. When this whole argument 
came up, Defense was reneging on that. They did not want to use 
the GSA as a source of supply on common-use items. And where it 
was mandatory before, now it is purely voluntary. I will say this, 
that under Secretary Pike, we have made greater progress on a vol- 
untary basis than we did before on the mandatory basis. However, 
we are not in a position to say, if they do not want to buy some item 
that, “This is what you should do.” 

I mean, you have to be practical about it. 

Mr. McCormack. That is rather a broad field, isn’t it? You would 
not say that is limited. 

Mr. Mansovre. No, that is not limited, no, sir. Now, on the traffic 
matter, we felt—— 

Mr. McCormack. That isa very big field. 

Mr. Mansurr. Yes—a good job was being done and the Govern- 
ment was being represented in rate cases and so forth. seh 

Mr. McCormack. I am not questioning; I am just seeking informa- 

10on., 

a Mansvre. I received a letter from the Secretary of Defense 
exempting Defense without stating they were doing it on the ground 
of—what is it—national defense. They were just exempting them- 




























TRC Nis Zoe TS el sll re oy Sle hgicaeaee Ea 


i 






See 


























= eagles aml 





vk haat asec uae aD 


i ol 7 
cae Tee 


Sau Pale es 


) 
ri 
Hy 
bs 
\ 


ets 


Ea et 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 59 


selves. Well, of course, it is like the mouse and the elephant. We 
are the mouse. We do not agree with them, but what can we do about 
it from a practical standpoint ? 


Tur SECRETARY OF DEFENSE, 


Washington, October 2, 1954. 
Hon. EpMuND F. MANSURE, 


Administrator, General Services Administration, 
Washington, D. C. 

Dear Mr. MANSvURE: Following the action of the President by his joint memo- 
randum dated June 8, 1954, revoking the memorandum of former President Tru- 
man dated July 1, 1949, I have promulgated the attached exemption for the 
Department of Defense in the field of transportation and traffic management 
under section 201 (a), title II, of the Federal Property and Administrative Serv- 
ices Act of 1949, as amended, 40 United States Code 481 (a). 

Concurrently with the above action I am revoking participation of the Depart- 
ment of Defense in the Statement of Areas of Understanding Between the Depart- 
ment of Defense and the General Services Administration With Respect to Traffic 
Management, dated October 5, 1950, 15 Federal Register 6938. 

Sincerely yours, 
C. E. WILSON. 


TITLE 32—NATIONAL DEFENSE 
OFFICE OF THE SECRETARY OF DEFENSE 


NOTICE ; EXEMPTION UNDER TITLE II OF THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT 


1. By virtue of the authority vested in me by section 201 (a), title II, of the 
Federal Property and Administrative Services Act of 1949, as amended (40 
U. S. C. 481 (a)), I have determined it to be in the best interests of national 
security for the Department of Defense to be exempt from action taken or which 
may be taken by the Administrator of the General Services Administration under 
section 201 (a) (1), (3), and (4) of said act in (a) the prescription of policies 
and methods of procurement and supply of transportation and traffic management, 
(b) the performance of functions related to procurement and supply of trans- 
portation and traffic management, and (c) the representation in negotiations with 
carriers and in proceedings involving carriers before Federal and State regu- 
latory bodies in transportation and traffic management. 

2. The Department of Defense will continue to cooperate with the General 
Services Administration in transportation and traffic management matters‘ of 
mutual interest. In those instances in which the General Services Adminis- 
tration and the Department of Defense have mutual interest and common objec- 
tives the Department of Defense will continue to act jointly with the General 
Services Administration. 

3. This exemption shall become effective at 12: 01 a. m., eastern daylight time, 
October 2, 1954. 

C. E. WILson. 


Mr. Houtrtetp. Do you feel on that point—If you are going ahead 
to testify, I will withdraw my question. Were you going to testify 
further on that point ? 

Mr. Mansore. I was just going to say that since that time Defense 


has come back and indicated that GSA should represent them in some 
of these rate cases. 

Mr. Hottrterp. In some of them ? 

Mr. Mansure. Yes, some of them. So, we must have been doing a 
fairly good job. 

Now they realize the carriers do not like that, but according to the 
law of Congress, we are supposed to get the best rates that we can pos- 
sibly get for the Government. That is all we are doing. 
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_ Mr. McCormacx. I understand you said the other day you were go- 
ing to _ the transportation and utility division coequal status with 
others 

Mr. Mansure. We are working on that now. I recently wrote you 
a letter, and I am going to have a complete report for you on that very 
quickly. Weare reorganizing the whole setup. 

You ask whether we thought we needed legislation, and you thought 
we had the authority to do it without legislation. Is that it? 

Mr. Ex.iorr. We do, so far as the internal organization is con- 
cerned. However, we do, of course, need implementing legislation 
with respect to the removal of the statutory exemptions. 

Mr. McCormack. Then, you need, of course, money ? 

Mr. Exxiorr. And we need money, yes. 

Mr. McCormack. I can understand where, if you have not got the 
money and you have a job to do, you may be forced to things that, if 
i had the money, you would not think of doing. I can understand 
that. 

Mr. Mansure. For example, on that, we found that one of the De- 
partments of the Government—this agency has been very cooperative, 
so I am not going to say its name—in one of our GSA regions, had an 
office doing the same transportation job right next to the GSA office. 
We called it to the attention of the Secretary. They knew nothing 
about it, and after a period of probably 3 months, we got them to give 
up their office. 

However, we cannot ordinarily do that unless we have something to 
back us up. You cannot do it on the basis of a selling job, you have to 
have some authority to go in there where you can definitely justify it. 
There is no justification for that duplication of effort. It should be 
eliminated. 

Mr. McCormack. The Government pays many, many hundreds of 
millions of dollars each year for traffic charges. 

Mr. Mansvure. This Alaska case we are fighting now on Alaskan 
rates will be a tremendous saving to the Government. 

What is it we figure it comes to, about ? 

Mr. Krennepy. They are hoping it will be the means to develop the 
economy of Alaska, and it may aggregate, some feel, in the neighbor- 
hood of $20 million. 

Mr. Houtrrevp. A saving? 

Mr. Kennepy. A saving, that is right. : 

Mr. Horirtetp. Would you supply us on this subject of rate cases in 
transportation, several examples of cases which you have prosecuted 
and the resultant saving to the Government, for our files and for pos- 
sible inclusion in the record # 

Mr. Exxiorr. Yes, we would be glad to. 

Mr. Houirrevp. And such pending cases? 

Also, will you furnish us copies of any letters which other agencies 
have used to exempt themselves from your services as contemplated 
under Public Law 152—— 

Mr. Exuiotr. Yes, sir. 

Mr. Houtrrevp. Whether it be in the field of transportation or com- 
munication or otherwise # 

Mr. Exuiorr. Any fields? 

Mr. Houtrretp. Any field. 

Mr. Mansvre. That would also be on purchasing, too? 
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Mr. Hourrtetp. Procurement, as well. This will help us in the im- 
plementation of such language as you send up for legislation. ; 

Mr. McCormack. Together with any legislation you might think is 
necessary. 

Mr. Exansorr. All right, sir. 

Mr. Lipscoms. Mr. Chairman ? 

Mr. Houtrrerp. Yes, sir. 

Mr. Liescoms. Was there a conference or discussion in regard to 
the President’s letter of June 8 before it was issued # 

Mr. Mansvre. Yes, a very heated one. 

Mr. Lirscoms. The whole subject matter was discussed ? 

Mr. Mansvure. They call, facetiously, the battle of the Potomac 
Defense on the one side and GSA on the other. It was not a battle, 
it was just that GSA did not push, so that it ended up in a meeting. 

Mr. Lipscoms. You expressed your opposition to the issuance of 
such a letter ? 

Mr. Mansure. Yes, we felt very strongly on it because we felt there 
were definite savings involved. And this was in procurement at that 
time. 

Mr. Lipscoms. Definite saving that the letter should not be issued ? 

Mr. Mansure. No, we felt that we could procure, like general-use 
items, office equipment and quarters and office furniture and supplies, 
for example. I want to check these figures. We have been months 
trying to implement just the purchase of paper which, for the Army, 
rough and fine paper, runs approximately fifty million a year, and we 
just cannot get that thing off of anybody’s desk. 

Now there is no reason for a civilian agency and Defense both dupli- 
cating the purchase of paper. Now we worked that out in a very fine 
way with the Post Office, where they were buying envelopes, and we 
were buying envelopes for all of the departments of the Government. 
It wasn’t the fact that GSA could go in and buy envelopes cheaper 
than the Post Office, but we were often buying them at exactly the 
same time, pushing each other’s price up. Further, we were not 
keying our purchases by placing the orders so that the manufacturing 
<a could make the envelopes, manufacture them during the 
slack season. By joining together and making one overall purchase— 
say we were going to use so many envelopes during the year—and let- 
ting not 1 or 2 or 3 firms bid on it, but let anybody bid on it that wants 
to, providing they can meet the price and that we still need envelopes. 
The reason for that is we found in buying nonperishable foodstuff, for 
example, if we go out with an order that is too large, we limit it to just 
1 or 2 of the large suppliers or canners. Whereas, if we say we are 
going to buy some cases of canned goods, then the little fellow can bid 
and the medium-size fellow and the big one, without limiting their 
whole output to the Government, and we get better prices. 

Now it is the same with the purchase of envelopes. We estimate 
that we are going to use so many over a period of a year’s time. In- 
stead of producing those during September, October, or November, 
which are peak seasons, they make it during April, May, June, July, 
and August, so it levels out their production. We feel we can do the 
same thing for Defense on strictly nonmilitary items. We do not know 
a thing about the military phase of it. 

Mr. Houtrreip. Will you yield at this time ? 

Mr. Lipscomp. Yes. 
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Mr. Ho.trrevp. Isn’t it true that in addition to the economy that 
can be obtained by this method, you can also stabilize the production 
of items in the industry and diversify it, as you say, to different firms? 

Mr. Mansvre. That is right. 

Mr. Houirrecp. And you do this on a bid basis. 

Mr. Mansvure. Bid basis. We increase competition, but we nego- 
tiate on the larger order, once we establish the price. Let me be 
specific. 

A company and B company, they will be the lower bidder, but the 
cannot take all of the Government’s business. Now if C, D, E, and 
are willing to meet those prices, then they can have what business 
there isalongthe way. We allot it. 

Mr. Hoxirmxp. Yes. 

Mr. Mansvure. But, it is actually a bid procedure. 

But on canned goods, we could not get a larger canner to take all 
the business because it took too much of his production. But by 
spreading it, we got a very favorable price on our purchases. 

Mr. Houirtetp. So, it is a combination bid to set the price and then 
negotiate as to time of delivery and as to amount ? 

r. Mansoure. That is right. 

Mr. McCormack. Is there any overlapping in the purchase of paper 
by the General Services and the Government Printing Office? 

(The material referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 2, 1955. 
Re Government Printing Office purchasing. 
Mr. MicHaret P. BALWAN, 
Staff Director, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Deak Mr. BALwan: During the subcommittee’s hearings on May 20 in con- 
nection with recommendation No. 4 of the Hoover Commission report on surplus 
property the question was raised as to whether there is any overlapping of pur- 
chasing of paper items by GSA and the Government Printing Office. 

In response to this inquiry I enclose herewith a copy of a memorandum dated 
August 9, 1954, from the Government Printing Office to publications officials and 
printing clerks of Federal establishments which is self-explanatory. 

Under 44 United States Code 225, the Government Printing Office procures, 
stocks, and furnishes, on requisition, paper and envelopes (except envelopes 
printed in the course of manufacture) in common use by two or more depart- 
ments, establishments, or services of the Government in the District of Columbia. 
The following categories of items, supplied by GPO to Government agencies 
within the District of Columbia, are supplied by GSA (through issue from stores 
stock, direct delivery contract, or Federal Supply Schedule contract) to all Gov- 
ernment agencies outside of the District of Columbia : 

1. Envelopes, not printed in the course of manufacture 
2. Book paper, coated, white (basis 25 inches by 88 inches) 
8. Mimeograph paper 
(a) Chemical wood, white and colored (basis 17 inches by 22 inches) 
(0) 25 percent rag, white (basis 17 inches by 22 inches) 
. Writing paper 
(a) White (basis 17 inches by 22 inches) 
(0) Colored (basis 17 inches by 22 inches) 
. Duplicator (copy paper) lquid process, white and colored (grain long) 
(basis 17 inches by 22 inches) 
. Manifold paper 
(a) Chemical wood, white (basis 17 inches by 22 inches) 
(0) Chemical wood, colored, flat sheet (basis 17 inches by 22 inches) 
(c) 25 percent white (basis 17 inches by 22 inches) 
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. Bond, chemical wood, white (basis 17 inches by 22 inches) 
. Bond paper 
(a) 25 percent white (basis 17 inches by 22 inches) 
(b) 25 percent colored, flat sheet (basis 17 inches by 22 inches) 
Ledger paper, chemical wood, white (basis 17 inches by 22 inches) 
Index paper 
(a) Chemical wood, white (basis 254 inches by 30% inches) 
(0) Chemical wood, colored, flat sheet (basis 25% incres by 3014 inches) 

. Cover paper, antique finish, white and colored, flat sheet (basis 20 inches by 

26 inches ) 

12. Kraft wrapping paper No. 2 (basis 24 inches by 36 inches) 

18. Tagboard, high-finish, C. W. manila (basis 24 inches by 36 inches) 

14. Railroad board, white, flat sheet (basis 2244 inches by 28% inches) 

15. Blotting paper, 25 percent white and colored, flat sheet (basis 19 inches by 
24 inches) 

There is enclosed for your information a copy of the current GPO catalog and 
price list for blank paper and envelopes and other items issued May 2, 1955. 

If there is any further information that you would like to have in connection 
with this matter, we shall be pleased to furnish it upon your request. Also, we 
shall be happy to discuss any phase of the problem with you if you should so 
desire. 

Sincerely yours, 
MAXWELL H. ELtiorrt, 
General Counsel. 


[Transmittal Letter No. 1-56, May 26, 1955] 
GENERAL SERVICES ADMINISTRATION 
WASHINGTON, 25, D. C. 

REGULATIONS OF THE GENERAL SERVICES ADMINISTRATION 


TITLE 1. PERSONAL PROPERTY MANAGEMENT 


To: Heads of Federal Agencies. 


1. Material Transmitted 

Transmitted herewith are revised subsection 301.01, Chapter II, and new Ex- 
hibit 22, Appendix C, Title 1, Personal Property Management, Regulations of the 
General Services Administration. 
2. Nature of Revision 

Subsection 301.01 has been revised to include provision for obtaining require- 
ments of certain items of office supplies used by the Department of Defense. 


3. Page Changes 
Remove Insert 
GSA Reg. 1—II-301.01 (3—1-55) GSA Reg. 1-II-301.01 (5-26-55) 
Exhibit 22, Appendix C (5-26-55) 
. Effective Date 
This Regulation shall become effective July 1, 1955. 
EDMUND F,, MANSuRE, Administrator. 


[GSA Regulation 1-II] 
Part 3—Sources OF SUPPLY 
SECTION 301.00 GENERAL 


301.01 Scope. This Part prescribes the sources of supply to be used by Gov- 
ernment agencies to the extent set forth in each section thereof, except that the 
items of new office furniture, new office machines, and office supplies to be used 
by the Department of Defense, listed in Exhibits 13, 19, and 22, Appendix C, shall 
be obtained as set forth therein. 

301.02 Hacess Personal Property. The first source of supply is excess per- 
sonal property, which should be utilized by agencies to the fullest extent practi- 
cable, as prescribed in Chapter III of this Title. 
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301.03 Services of General Services Administration. In addition to the pro- 
curement sources specified in this Part, the Administration, through facilities 
at its regional locations, will perform additional purchasing services upon re- 

uest. 

7 a. Services. Whenever it is considered desirable, the Administration will, upon 
request by the agency concerned, provide additional purchasing services. 

b. Availability. Any Federal agency, non-Federal agency when the function 
of a Federal agency authorized to procure for it is transferred to the General 
Services Administration, mixed-ownership corporation, the municipal govern- 
ment of the District of Columbia, the Senate, the House of Representatives, or 
the Architect of the Capitol, hereinafter in this section referred to as the “agen- 
cies,” may arrange for the services to be performed by the Administration on 
either a national or regional basis. 

301.04 Payments to the General Supply Fund. The agencies which obtain 
supplies and services other than personal from the regional offices of the Ad- 
ministration which are procured by the Administration through the General 
Supply Fund shall provide for payment through one of the following methods: 

a. Advance of Funds—Insufficient Capital. 

1. Whenever the Administration determines that the capital in the General 
Supply Fund is insufficient to finance the supplies and services to be requisitioned 
by an agency, the interested agency will be advised of the amount required to be 
deposited to the credit of the General Supply Fund. However, advances may be 
required also on a blanket basis for the financing of requirements of a particular 
agency or agencies for a designated period of time, depending upon the volume 
of purchasing in relation to the capital of the General Supply Fund. 

2. When the amount to be advanced has been determined, the Administration 
will bill the requisitioning agency by means of Standard Form 1080, Revised, 
accompanied, where appropriate, by Standard Form 1081, Revised, in accordance 
with General Accounting Office Accounting Systems Memorandum No. 9, Second 
Revision. Upon their receipt in the agency, these documents will be completed, 
certified, and forwarded to the appropriate disbursing officer for payment. 

3. A statement of the advance account, supported by appropriate documents, 
for transactions through the close of each calendar month, will be furnished by 
the Administration to the requisitioning agency as promptly as possible after the 
close of the month. 

b. Advances of Funds—Mutual Agreement. Whenever circumstances are such 
that the financing of transactions through the General Supply Fund by means of 
an advance is advantageous, even though the capital of the fund is adequate, the 
agency concerned and the Administration may mutually agree to such financing 
of the transactions. In these circumstances, the procedures for effecting payment 
may be set forth in the memorandum of agreement. 

c. Payment When Advances Are Not Made. 

1. In those cases where arrangements have not been made for advance pay- 
ments, the Administration will bill the requisitioning agency and the requisition- 
ing agency will pay the Administration in accordance with the provisions of 
General Accountng Office Accounting Systems Memorandum No. 9, Second Revi- 
sion, Supplement No. 7, dated May 19, 1953. 

2. In the interest of economy, and until further notice is received, it is suggested 
that requisitioning agencies adopt a policy of processing General Supply Fund 
invoices once each month. All invoices received during each 30-day period may 
be listed on one payment document and processed for payment at one time. 
Agency procedures shall include provision for prompt processing of invoices, 
consistent with the suggested 30-day payment cycle. 


ExHrsitT 22, APPENDIX C 
OFFICE SUPPLIES 
IMPLEMENTATION OF GSA-DOD INTERAGENCY PURCHASE ASSIGNMENT 


1. General 


a. Authority. DOD Directive 4115.38, 16 October 1953, Interdepartmental Pro- 
curement Assignment of Office Supplies announces that the General Services 
Administration has accepted the responsibility for the interagency purchase as- 
signment in accordance with Title II of the Federal Property and Administrative 
Services Act of 1949 (Public Law 152, 8ist Congress), as amended. 

b. The items covered by this assignment include those in Federal Supply Classi- 
fication (FSC) Classes 7510, 7520, and 7530 (see Attachment A hereto), except 
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departmental forms and those items which the DOD obtains through GPO chan- 
nels. The following items in Class 7530 shall be purchased in accordance with the 
provisions of DOD Directive 4100.11, dated October 10, 1952, and applicable 
military departmental procedures covering purchase of such items: 

Books, Engineers Field 

Books, Log 

Books, Prescription Blank 

Forms, Business Record 

Forms, Computation Surveyors 

Forms, Printed 

Forms, Record 

Personnel Rating Test Forms 

Requisition Forms 

Routing and Record Forms 

c. Existing specifications and standards, including packing and packaging, 
covering items included in this assignment, together with those subsequently 
developed and promulgated, will be used. 

d. The General Services Administration will be responsible for keeping the 
contact and liaison points, described in 2. below, informed of any changes in 
specifications, stock numbers or other pertinent information relating to the items 
covered by this assignment. No specification will be modified without consulta- 
tion and coordination with the Department of Defense. No interim specification 
will be used in soliciting bids for the Federal Supply Schedule without prior 
consultation and coordination with the Department of Defense. 


2. Contact and Liaison 


The activities of the General Services Administration and the Department of 
Defense shown as Attachment B hereto, have been designated as contacts and 
liaison within the other departments on matters concerned with this assignment. 


3. Notification of Requirements for Procurement Planning Purposes 


a. There is included in Attachment A a list of names and item numbers 
representing the items covered by this assignment and showing those which are 
presently contained in the General Services Administration supply system. 


b. For every item which is subject to centralized inventory control by any 
military service, estimated annual quantitative and monetary requirements will 
be furnished by that service. This report will be submitted to GSA as indicated 
in Attachment B: 

(1) At the time the proposed annual expenditure program is prepared 
(approximately April 15). 
(2) When significant changes occur after (1) above. 


4. Purchasing 
a. Federal Supply Schedule Items. 


(1) Within the scope of the applicable Federal Supply Schedules each mili- 
tary service shall place its orders with the contractors listed in the schedule. 
Lead time shall be determined by the delivery time set forth in the schedules. 
Schedules under this assignment will be reviewed annually by DOD-GSA rep- 
resentatives to assure that the coverage is adequate. The concurrence of the 
Office of the Secretary of Defense will be obtained prior to adding to or removing 
from a Federal Supply Schedule any item included in this assignment if the 
mandatory use provisions of the schedule are applicable to the procurement of 
such items by the Department of Defense. 

(2) When the requirement exceeds the maximum order limitation of the 
schedule, the military services shall submit their purchase documents or other 
approval forms in duplicate to the applicable General Services Administration 
regional office for purchase action, as indicated in the schedule. 


b. General Services Administration Stores Depot Stock Items. 


(1) Ordering activities shall forward purchase documents, requisitions or 
other approved form in duplicate as provided for by directives of the military 
service to the appropriate General Services Administration regional office in 
accordance with the instructions contained in General Services Administration 
Stores Stock Catalog for all items contained in the catalog and authorized for 
local purchase by the military service concerned. 

(2) For items contained in the GSA Stores Stock Catalog, and not authorized 
for local purchase by the military service concerned, ordering activities shall 












66 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


forward purchase documents, requisitions or other approved form in duplicate 
to the General Services Administration, Federal Supply Service, Region 2, 250 
Hudson Street, New York 13, N. Y., Attention: Purchase Division, for purchase 
action. A period of 90 days should be allowed to cover time from receipt of 
the order by GSA to delivery of the items to carrier for shipment to first 
destination. 


ce. Consolidated Definite Quantity Purchasing Programe. 

(1) In order that the General Services Administration may consolidate and 
effectively phase procurement requirements into industry, purchase documents, 
in duplicate, calling for normal supply requirements should be submitted in time 
to be incorporated in the General Services Administration programs for pur- 
chasing. A period of approximately 90 days should be allowed to cover time 
from receipt of the purchase document or other approved form by the General 
Services Administration, and delivery of the items to the carrier for shipment 
to the first destination. General Services Administration will provide a schedule 
of procurement where a specific program is established indicating dates for 
submission of requests by the military. The General Services Administration 
and the military departments will take into consideration and provide rec- 
onciliation of schedules of procurement and schedules of requirements to the 
maximum extent practicable. In those cases where the purchase document may 
exceed capacity of the industry to produce within that time and special phasing 
is necessary, each military service will be consulted by the General Services 
Administration in order to meet properly the needs of each military service. 
Purchase documents citing funds expiring June 30 of any fiscal year shall be 
received by Federal Supply Service on or before May 31 of that fiscal year. 
Unless purchase documents are received by May 31, no assurance can be given 
that orders will be placed or contracts executed by June 30 of that fiscal year. 
See paragraph h, below. The types of purchases described under (a), (b), and 
(c) below will be included in these programs. 

(a) For items normally supplied from the stocks of the GSA Stores Depots 
where it is determined by General Services Administration that the quantity 
is sufficient to warrant direct shipment from factory to consignee rather than 
from such GSA stock as means of effecting economy. 

(b) Orders for Federal Supply Schedule items which exceed the maximum 
order limitation in the related schedules. 

(c) Purchase documents for items included in this assignment and not 
covered by stock or schedule when in excess of $1,000. Purchase requests 
for these items shall be forwarded to General Services Administration, 
Federal Supply Service, Region 2, 250 Hudson Street, New York, N. Y., 
Attention: Purchase Division, i ntime to reach that office by the first day of 
each month for purchase action during that month. Lead time for delivery 
will be as specified above. 

(2) A document received by the General Services Administration from the 
military services which requests procurement of a specific commercial-type item 
will be accepted if either of the following conditions are met: 

(a) The document is signed personally by the Chief of the Technical Serv- 
ice or Bureau, or by the Director of Procurement and Production, Air 
Materiel Command, or their Deputies, or their Executive Officers, and a 
statement of justification is attached or included. 

(b) A statement reading substantially as follows appears on the docu- 
ment regarding the items being purchased from a specific supplier: “The 
procurement of this particular item is necessary in the interest of standardi- 
zation or is otherwise deemed necessary for procurement as a proprietary 

item. Complete justification (a copy of which is attached hereto) is avail- 
able in the office of 


(Official Title) (Addressee) 
and the head of this procuring activity or his designated representative has 
personal knowledge of the procurement of this item. 

d. Delegations of Purchase Authority. Purchase by the military services of 
was included in this assignment are authorized under the conditions described 

low: 

(1) In the event of an emergency, purchase may be made by the military 
services without dollar or quantity restriction. When purchases are made in 
excess of $1,000 per line item, a copy of the purchase order and a statement de- 
scribing the emergency shall be furnished the General Services Administration, 
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Registration, Federal Supply Service, Region 2, New York, N. Y. Attention: 
Purchase Division. 

(2) Where the requirement is immediate and it has been ascertained from 
GSA (by telephone or wire if necessary) that GSA cannot meet the required 
delivery date. 

(3) For purchases not in excess of $1,000 per line item or the value of one 
unit, whichever is greater, for all items contained in this assignment and not 
contained in the Federal Supply Schedules nor listed in the GSA Stores Stock 
Catalog. 

(4) For purchases of all items contained in this assignment and in the General 
Services Administration Stores Stock Catalog, which military activities and in- 
stallations are authorized to purchase locally for local consumption, where 
conditions are such that the use of Imprest Funds (Petty Cash), Standard 
Form 44 or other simplified small purchase method is more practicable or eco- 
nomical. 

(5) For purchases not in excess of the minimum order limitation stated in the 
applicable Federal Supply Schedule. 

(6) Where items covered by this assignment are purchased with non-appro- 
priated funds, such procurement may be made without reference to this assign- 
ment. 

e. Specifications. Unless previously furnished to the General Services Admin- 
istration regional office concerned, all purchase documents submitted for pur- 
chase action under 4¢ shall be accompanied by four (4) copies of applicable 
specification, purchase description and/or drawing. This requirement shall not 
apply to the use of Federal Specifications, Interim Federal Specifications or GSA 
Specifications. 

f. Federal Item Identification Data. The military services will, whenever 
available, use Federal item identification data as the prime identification data 
in requisitioning documents. Prior to conversion of military supply systems to 
the exclusive use of Federal item identification data, the Federal item names, 
descriptive data and stock numbers shall be used to the degree feasible in these 
documents. Upon conversion and thereafter, the Federal item names and Fed- 
eral stock numbers shall be used to the exclusion of other names and stock num- 
bers in these documents, and Federal descriptive data shall be used to the extent 
considered necessary. 

g. Marking and Identification of Shipments. Authorized purchase documents 
shall specify the stock numbers and nomenclature to be used in the marking and 
identification of shipping containers, interior packages, plates, tags, labels and 
shipping documents. The General Services Administration will: 

(1) Inelude the contract, provision for marking shipments and accompanying 
documents in accordance with the instructions contained in the delivery order 
or purchase document. 

(2) When shipments are made from stock, arrange to have the shipping ac- 
tivity appropriately mark documents and exterior shipping containers with the 
stock numbers and nomenclature specified in the delivery order or purchase 
document. Interior packages, identification plates, and tags or labels shall be 
so marked only if this will not cause repackaging, or recrating, or render ineffec- 
tive any existing preservation or packing. 

(3) Inelude in shipping instructions complete freight consignment address 
and applicable delivery requirement of each consignee. For export shipment the 
complete freight-consigned address and applicable delivery requirements of the 
continental trans-shipment point together with coded oversea shipping addresses 
and applicable special markings are requested. Other special instructions, such 
as hours deliveries are accepted, or special requirements for port release num- 
bers or domestic route orders, and complete details as to method of obtaining 
same, should be indicated. 

h. Notification of Action. Within 5 days after the receipt of the purchase 
document, requisition or other approved form, the General Services Administra- 
tion will notify the ordering activity as to: (1) source of supply (delivery from 
stock or to be procured by contracts) ; (2) sufficiency of cited funds except where 
new contract is required and (3) acceptance of the purchase document. GSA 
forms will be used for this purpose. When items other than those contained in 
General Services Administration Stores Stock Catalog are to be purchased by 
the General Services Administration, the Administration will forward copies of 
the contract or purchase order to the ordering activity and consignees as indi- 
cated in the purchase document or delivery order. The number of copies will be 
specified in the purchase document or other approved form. Such copies will 
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contain sufficient data to identify them readily as the obligating documents cov- 
ering the purchase document, requisition or other approved form which was sub- 
mitted by the ordering activity. The General Services Administration will 
advise the ordering activity of all purchase documents under 4a (2), 4b (2), and 
4c which the Administration will not be able to place orders or execute contracts 
by the end of that fiscal year, and purchases by the military services in those 
instances may be made without further reference to the General Services Admin- 
istration. These advices will be submitted in time to reach the ordering activity 
as soon as practicable after determination is made by GSA and in no case later 
than 1 June of each year. 

i. Sufficiency of Funds. It shall be the responsibility of the General Services 
Administration to make a continuing appraisal of the adequacy of funds cited 
by the military services. In the event sufficient funds are not authorized by the 
purchase document, requisition or other approved form received under 4a (2), 
4b, or 4c, the General Services Administration shall first contact the ordering 
activity for expediting of such additional funds as may be required to consum- 
mate the purchases. If the appraisal clearly indicates an excess of cited funds 
over and above the amounts needed to consummate the purchase, the General 
Services Administration shall notify the ordering activity in order that appro- 
priate adjustment may be effected by the military services. Upon receipt by the 
ordering activity of the priced notification that the material will be delivered 
from stock or the purchase contract covering the items requested, the ordering 
activity will consider the balance of funds cited on the purchase document to be 
available for other purposes and will adjust its records accordingly. Likewise, 
the General Services Administration will consider its authorization (purchase 
document) to be reduced in a like amount and thereafter shall not take any 
action that may increase the obligation without receiving a new authorization 
from the ordering activity. 

j. Where deliveries are required subsequent to the fiscal year for which cited 
transportation funds are available, authorization of transportation funds cur- 
rent at the time of shipment will be obtained by GSA from the ordering activity. 


§. Contract Administration 


a. Prior to operation under this procedure, each military service in coordina- 
tion with the General Services Administration will arrange for distribution in- 
structions for contracts, purchase orders, and shipping documents, where re- 
quired. These instructions will require the General Services Administration to 
make external distribution. Copies of documents will be distributed as requested 
in the purchase document. 

b. Deviations or Modifications. 

(1) The General Services Administration will obtain the prior approval of 
the ordering activity before authorizing deviation or modification to specification 
or other provisions of the purchase requests or delivery orders. 

(2) The General Services Administration regional office to which the purchase 
document, requisition or other approved form was forwarded under 4a(2), 4b 
and ec above shall be promptly notified of any deviation or modification from the 
original instructions contained in the document submitted. 

(3) Under 4a(1) above, the contractor named in the schedule with whom the 
order was placed, shall be expeditiously notified by the military services of any 
deviation or modification of any of the terms or conditions of the order. 


c. Settlement (Claims, Termination for Default, etc.). 


(1) Initial action for settlement under 4a(1) above (see GSA Regulation 
1—II-303.03) and all action for settlement under 4d above shall be performed by 
the military services. 

(2) All action for settlement under 4a(2), 4b(2), and 4c above shall be per- 
formed by the General Services Administration, except for transactions covered 
in the last sentence of 9b below. 


6. Contract Follow-up 


a. All action relating to expediting and follow-up under 4a(1) and 4d above 
shall be the responsibility of the military services. 

b. Under 4a(2), 4b(2), and 4c above, all actions relating to expediting and 
follow-up shall be the responsibility of such General Services Administration 
regional office as may be designated to perform contracting in specific cases. 
The military services may initiate follow-up and expediting action on the desig- 
nated General Services Administration regional office, as warranted. 
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7%. Arrangement for Inspection 


Responsibility for whatever inspection is required to assure that the product 
meets all the requirements of the contract will be as set forth below: 

a. Inspection of supplies delivered in accordance with orders issued under 
paragraphs 4a (1) and 4d above shall be the responsibility of representatives of 
the military services. 

b. Inspection of supplies delivered in accordance with procurement actions 
taken under paragraphs 4a (2), 4b and 4c will be the responsibility of repre- 
sentatives of the General Services Administration. Inspection by General Serv- 
ices Administration inspectors or their representatives to determine conform- 
ance with specification requirements shall be conclusive. Material shipped from 
General Services Administration stores stock which is not in conformance with 
purchase document requirements may be returned to the General Services Ad- 
ministration for replacement. 


8. Delivery 

Rating, routing, preparation of Government Bills of Lading, claims and rate 
negotiation : 

a. Under 4a (1) and 4d, shall be accomplished by the military services. 

b. Under 4a (2), 4b, and 4c, shall be accomplished by the General Services 
Administration, except in unusual circumstances where by reason of opera- 
tional requirements the requiring department desires to exercise routing control. 

Claims against carriers for loss, damage or overcharge will be handled by 
the requiring department except that, when determination has been made by 
the receiving activity that loss or damage in shipment is contractor’s liability, 
claims will be handled in accordance with paragraph 5c (2) above. 


9. Funds and Payment 


a. It will be the responsibility of the military services to arrange for funds 
and payment for procurement actions taken in accordance with paragraphs 
4a (1) and 4d above. 

b. In connection with procurement actions taken under paragraph 4b (1), 
above, the General Services Administration will bill the military services for 
the supplies in accordancce with the billing and reimbursement procedures of 
the General Accounting Office, and particularly in accordance with GAO Account- 
ing Systems Memorandum No. 9, Second Revision, Supplement No. 7, Revised, 
November 17, 1954, and paragraph 6c of GAO Accounting Systems Memoran- 
dum No. 9, dated December 11, 1950. In connection with procurement actions 
taken under paragraph 4a (2), 4b (2) and 4e above, the General Services Ad- 
ministration will normally follow this same procedure except that for reasons 
involving financial management, the requiring service may include in its pur- 
chase document provision for direct billing to and direct payment by the service 
to the vendor. In such cases, General Services Administration will cite the 
funds of the requiring military service in its purchase documents. 

10. Coordinated Specifications and Standardization 

The General Services Administration in coordination with the Department of 

Defense shall be responsible for the development and revision of coordinated 


specifications and the initiation and promotion of the maximum degree of 
standardization. 


11. Implementation 


This implementation will be disseminated to interested activities in accord- 
ance with procedures of General Services Administration and the Department 
of Defense. 

ATTACHMENT B 


CONTACTS AND LIAISON 


1. General Services Administration 

Overall Policy: Purchase Division, Federal Supply Service, Central Office, 
18th and F Streets NW., Washington 25, D. C. Telephone: EX 3-—4900, Exten- 
sion 5258. 

Operations: GSA—Region 2, Federal Supply Service, 250 Hudson Street, 
New York 13, N. Y. Telephone: ALgonquin 5—4300. 

Standards and Specifications: Standards Division, Federal Supply Service, 
Central Office, 18th and F Streets NW., Washington 25, D. C. Telephone: 
EX 3-4900, Extension 4544. 
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Financial Policy: Office of GSA Comptroller, General Services Administra- 
tion, 18th and F Streets NW., Washington 25, D. C. Telephone: EX 3-4900, 
Extension 4581. 

Traffic Management: Transportation and Public Utilities Division, Federal 
Supply Service, Central Office, 18th and F Streets NW., Washington 25, D. C. 
Telephone: EX 3-4900, Extension 4756. 


2. Assistant Secretary of Defense (Supply and Logistics) 

Standards and Specifications: Office of the Assistant Secretary of Defense 
(Supply and Logistics), Standardization Division, Washington 25, D. C. Tele- 
phone : LI 5-6700, Extension 61411. 


8. Department of the Army 

Procurement Policies and Procedures: Office of the Quartermaster General, 
Office of Special Assistant, Procurement Division, 2d and T Streets SW., Wash- 
ington 25, D.C. Telephone: LI 5-6700, Extension 53677. 

Distribution Policies and Procedures: Office of the Quartermaster General, 
Stock Control Branch, Distribution Division, 2d and T Streets SW., Washington 
25,D. C. Telephone: LI 5-6700, Extension 74501. 


Requirements 

Coordination for Inquiries on Long-Range Requirements Scheduling: Office 
of the Quartermaster General, Requirements Policy Branch, Distribution Divi- 
sion, 2d and T Streets SW., Washington 25, D. C. Telephone: LI 5-6700, Exten- 
sion 54234. 

Coordination for Inquiries on Short-Range Requirements Scheduling: Office 
of the Quartermaster General, Purchases Branch, Procurement Division, 2d 
and T Streets SW., Washington 25, D.C. Telephone: LI 5—-6700, Extension 54461. 

Industrial Mobilization Planning: Office of the Quartermaster General, Pro- 
duction Services Branch, Procurement Division, 2d and T Streets SW., Wash- 
ington 25, D.C. Telephone: LI 5-6700, Extension 71387. 

Standardization: Office of the Quartermaster General, Standardization Office, 
Research and Development Division, 2d and T Streets SW., Washington 25, 
D. C. Telephone: LI 5-6700, Extension 71750. 

Contact Point for Information Relating to Items on Which Purchase Has Been 
Initiated : Office of the Quartermaster General, Purchases Branch, Procurement 
Division, 2d and T Streets SW., Washington 25, D. C. Telephone: LI. 5-6700, 
Extension 55461. 

Financial and Funds Matters: Office of the Quartermaster General, Budget and 
Funds Control Division, 2d and T Streets SW., Washington 25, D.C. Telephone: 
LI. 5-6700, Extension 52967. 

Fiscal Accounting Matters: Office of the Quartermaster General, Accounting 
Division, 2d and T Streets SW., Washington 25, D. C. Telephone: LI 5-6700, 
Extension 75606. 

Catalog Information: Commanding Officer, Quartermaster Catalog Agency, 
Philadelphia Quartermaster Depot, 2800 South 20th Street, Philadelphia 45, Pa. 
Telephone: HOward 5-—2000, Extension 221. 

Specifications: Standards and Specifications Office, Quartermaster Research 
and Development Command, Natick, Mass. Telephone: OLympic 3-1000. 

All Contacts and Liaison in Connection With Requirements for Civil Works 
Functions of Corps of Engineers: Chief, Administrative Service Division, Office 
of the Chief of Engineers, DA, Room G-—113, Building T-7, Washington 25, D. C. 
Telephone: Liberty 5-6700, Extension 75198. 


4. Department of the Navy (E@cluding Marine Corps) 


Bureau of Supplies and Accounts 

Submission of Military Interdepartmental Purchase Requests; Requirements; 
and Fiscal Information: General Stores Supply Officer, General Stores Supply 
Office (Code 140), 700 Robbins Avenue, Philadelphia 11, Pa. Telephone: PIlgrim 
5—8000. 

Mobilization Requirements : Chief, Bureau of Supplies and Accounts (Code 82), 
Department of the Navy, Washington 25, D. C. Telephone: Liberty 5—6700, 
Extension 66395. 

5. Marine Corps 


Requirements and Specifications: Commandant of the Marine Corps (Code 
CSD), Washington 25, D. C. Telephone: Liberty 5-6700, Extension 41558. 
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Procurement : Commandant of the Marine Corps (Code CSG), Washington 25, 
D.C. Telephone: Liberty 5-6700, Extension 42583. 

Transportation: Commandant of the Marine Corps (Code CSJ), Washington 
25, D.C. Telephone: Liberty 5-6700, Extension 41948, 

6. Department of the Air Force 

Procurement Policy and Procedure (Items Obtained from GSA Stores Depots) : 
Commander, Air Materiel, Command, Attention: Interpartmental Supply 
Branch (MCSYT), Wright-Patterson AFB, Ohio. Telephone: KEnmore 7111, 
Extension 66302. 

Procurement Policy and Procedure (Items Obtained by Delivery Order) : Com- 
mander, Air Materiel Command, Attention: Purchase Policy Branch (MCPPPC), 
Wright-Patterson AFB, Ohio. Telephone: KEnmore 7111, Extension 35212. 

Requirements Policy and Procedure (Does Not Include Quantitative Require- 
ments) : Commander, Air Materiel Command, Attention: Plans and Operations 
Office (MCSRO), Wright-Patterson AFS, Ohio. Telephone: KEnmore 7111, 
Extension 72240. 

Standards and Specifications: Commander, Wright Air Development Center, 
Attention: Specification Branch (WCXP), Wright-Patterson AFB, Ohio. Tele- 
phone : KEnmore 7111, Extension 32342. 

Mr. Mansvre. That I would want to check on. 

Another thing that we believe very strongly is that we should accept 
commercial standards and sizes. oe 

Now on paper, the Bureau of Government Printing has a special 
size cut paper which immediately eliminates certain suppliers. Now, 
they have reasons for it. They claim they save money and so forth, 
but you do not save money because you cut so much paper out of the 
big sheet, when you can go out and readily buy commercial sizes. 

Well, the famous example is the bottle of ink, which you have heard 
before. We were buying an ounce and three-quarter bottle of ink, 
and the standard bottle is the 2-ounce bottle. We were paying as much 
for 134-ounce bottle as we were for a 2-ounce bottle because it meant 
that the producer had to reset his whole line for these bottles, and fill 
them. Now we buy the standard bottle at the same price. We get 
more for our money. 

Mr. Ho.trterp. I think that is fundamentally sound. It should be 
spread throughout Government purchasing wherever possible. 

Mr. McCormack. Of course, we foresaw in the passage of 152 some 
difficulties that might arise from time to time, and we put in section 
205 (a), that the President may prescribe such policies and directives 
not inconsistent with the provisions of this act which he may deem 
necessary to effectuate the provisions of this act, which policies and 
directives shall govern the administrator and executive agencies in 
carrying out their respective functions thereunder. 

We also provided where you have the opportunity of presenting the 

4 ake 
views; didn’t we? 

Mr. Mansvre. Presenting what ? 

Mr. McCormack. Presenting the views of the GSA ? 

Mr. Mansure. Yes. 

_Mr. McCormack. And the change of policy. Did you present your 
views on the two letters ? 

Mr. Mansure. We did, but we lost. 

a Lirscoms. You said you did not object too strenuously, or you 
didn't 

Mr. Houirtexp. No, I do not think the testimony was that. 

Mr. Liescoms. I thought 

Mr. Mansurg. No, we objected very strenuously. 
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Mr. Lrescoms. What participation did the Director of the Bureau 
of the Budget take in this? 

Mr. Mansvre. Just general. I mean, it was really between Defense 
and GSA. They were called into the meeting but did not have much 
background on it. Then, there was a change of personnel over in 
Defense, and with the change in personnel, we have had excellent 
cooperation. We were not getting that before. 

Mr. Lipscoms. I thought the reason why you said you did not object 
strenuously was because you had let it go. 

Mr. Mansure. Well, I mean—it is a question of the weight of 
Defense. 

Mr. Lirscoms. In this method of procurement of which you are 
speaking, of where you could purchase the envelopes, was that com- 
pletely in effect before the issuance of this letter? 

Mr. Mansvre. No, that letter applied mostly to Defense. We do not 
have that problem with the civilian agencies. 

Mr. Liescoms. Was that in effect at the Department of Defense at 
the time this letter was issued ? 

Mr. Mansvure. Yes, because that letter was issued—what was the 
date of the letter, 1953? 

vane Lipscoms. I mean, was this program that you are talking 
about— 

Mr. Mansure. No, we changed. The Post Office purchasing came 
about in March of 1954. No, that was before the letter was issued. 
But, the civilian agency was not involved with this. It was just 
Defense. 

Mr. Lrescoms. You explained a purchasing arrangement that you 
had, where you could save money on envelopes and ink and all the rest 
of these by putting them together and all. Did you have a complete 
arrangement with the Department of Defense prior to the issuance 
of the letter of June 8, 1954? 

Mr. Mansure. No, they never permitted it. GSA was trying to take 
over the coordination of the purchase of common-use items. 

Mr. Liescoms. I mean, the letter of June 8 did not stop anything 
that you were doing? You just did not put it into effect? 

Mr. Mansure. That is correct. We were not doing that at the time. 

Mr. Liescoms. Even with the Truman letter in effect, you were not 
doing it? 

Mr. Mansure. No, that is correct. We were trying to implement 
that procedure. 

Mr. Ho trtevp. Since that time, as a result of the letter, the Depart- 
ment of Defense has extended its area of exemption? 

Mr. Mansure. Yes. 

Mr. Exuiort. As far as traffic is concerned; yes, sir, in actual opera- 
tions. 

Mr. Hotirrevp. Has there been any action on their part on commu- 
nications? 

Mr. Exuiorr. No, sir. 

Mr. Mansure. They have done pretty much themselves all the time. 
We have had very little to do. Under that method, they could do it 
in any field they wanted to. 

Mr. Exniorr. Yes, they could. But I think, also, the door is equally 
open to us, as I said before, to go up and make a case. 

Mr. McCormack. But you are in the defensive position. 
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Mr. Extiorr. Perhaps not. Perhaps it is a matter where they are 
not giving us a shotgun, but saying, “You can come up with a rifle.” 

I can give you an example Mr. McCormack. You brought up the 
matter of 205 (a), and I think that we in GSA have been dilatory, 
frankly, in not utilizing or trying to utilize that authority. I think, 
perhaps, we could have been more effective if, over the years, we had 
presented to the President, for promulgation, certain policies. But, 
we have not done so. However, recently, Mr. Mansure has decided to 
use that device, and I believe about a month ago we did present to the 
Bureau of the Budget, for processing, a Presidential directive with 
respect to the assignment and reassignment of space in public build- 
ings, because we have had a situation where the agencies have objected 
to our allocation of their space, although, under 210 (e) we have 
plenary authority. So we have now presented, and there is under 
consideration, a proposed directive that would set up certain criteria 
and standards in that field. 

Mr. McCormack. Under the Truman letter, there would be no occa- 
sion to go. The matter was frozen, and what the Truman letter said, 
as I interpret it, instead of the Defense Department, mind your own 
business and get into a voluntary negotiation with the General Serv- 
ices. But prior to the voluntary agreement being arrived at, you are 
not going to take away 

Mr. Exuiorr. That is correct, sir. But then we could not take from 
them either. 

Mr. McCormack. What did they have that you felt you ought to 
have? 

Mr. Extiorr. Well, the entire field of common-use procurement is 
a specific example. You see, the Federal Supply Service on July 1, 
1949, was doing only a limited degree of the common-use procure- 
ment for DOD. 

Mr. McCormack. But General Services hasn’t got anything from 
them, and they have taken from General Services. That is under the 
condition of the Truman letter. 

Mr. Mansure. What happened was that General Services was not 
supplying these items to Defense, and how this came about was that 
we started in insisting that we should supply those items. That is 
how the thing came about. 

In other words, we never were able to implement these various items 
into the GSA system. When we started to try to do that, then came 
the discussion. The letter was used in the Defense for not doing 
it, and then withdrawn. 

Mr. McCormack. But you could have carried on traffic, but they 
took that away. 

Mr. Mansure. Yes, they took that away. 

Mr. McCormack. In the agreement made with the Navy, I remem- 
ber you said an agreement was made with Secretary Thomas? 

Mr. Mansure. Yes. That was on utilization. That was when he 
was in Defense, before he became Secretary of the Navy. It was while 
he was Assistant Secretary in charge of supply and logistics. 

Mr. McCormack. Was that on utilization ? 

Mr. Mansure. That was on utilization and disposal, both. 

Mr. McCormack. And disposal ? 

Mr. Mansvre. That is right. 
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Now we had a copy of that. Have we got it with us? I mean, it 
was put on paper. It was verbal. We can get that for you. 

Mr. Houtrreip. I wish you would. 

Mr. Exxiorr. We will bring one this afternoon. 

Mr. McCormack. I think Administrator Mansure should have per- 
mission to put into the record any matters, anything such as copies 
of letters or otherwise, that he thinks would clarify or complete his 
testimony or the testimony of his associates. 

Mr. Houirtetp. You are certainly at liberty to do so, Mr. Mansure. 

Mr. Mansvre. Thank you. 

Mr. Houtrietp. We want a complete record. 

Mr. McCormack. The General Services could have handled the 
disposal of surplus property if it had the money to do so, couldn’t it? 

Mr. Mansure. We feel that way because we have certainly had the 
background in it and the experience. 

We do feel that there are certain items, such as obsolete plane parts 
and things of that type, that are strictly military. I mean, there is no 
argument about that. 

What we are interested in, and what I feel the committee should 
give consideration, is to prevent disposal as surplus property that has 
further use, and can be used by departments of the Government, and 
where money can be saved, and stop the purchasing of these items. 
Also surplus property which has market value. 

Now, if Defense comes up with a part of an airplane for which 
there is no market at all, there is no argument about it. I mean, that 
comes under scrap. 

Mr. McCormack. That is the usual matter of understanding arrived 
at. I can understand that. 

Mr. Mansure. Now, our rubber heel example. I think that is a 
good example. The fact that we brought to their attention that the 
heels were deteriorated, when they were under the impression those 
were good usable heels. DOD had been working it as a market impact 
problem. I mean, that is a service in itself. It is not that we are 
trying to crucify anybody. It is just that we are trying to be helpful. 

Until we look into that, they never realized that those heels were 
deteriorated. 

Mr. McCormack. The General Services was intended to be sort of 
the heart of procurement. Without procurement, it will dispose of 
the heart of the procurement disposal and other activities. And, the 
Administrator is given the authority to expand and contract. 

Mr. Manscvre. If we cannot justify what we are doing, we should 
not be permitted to do it. In other words, we are a service organ- 
ization. 

Mr. McCormack. Well, I want the record to show that my respect 
for the General Services under you and under your predecessor are 
very high. I do not want anything in the record that would convey 
a misunderstanding as to any questions I might ask. And your 
answer makes your testimony all the more creditable in my mind. 

But, you say the disposal of all surplus property, or excess prop- 
erty—we know the story of the excess, we call it surplus property— 
was delegated to the Defense Department. Is it fair to say that one 
of the main reasons was through necessity because of the lack of 
money within your own organization ? 





mitt 
turn. 
M 
oner 
On 
field 
salva 
W 
M 
you 
M 
Mi 
have 
categ 
we f 
Th 
a po 
tised 
ment 
this | 


office 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 75 


Mr. Exxiorr. Only in part, sir. That goes back. Historically, it 
delegated originally shortly after GSA was created. And I am sure 
Mr. Holifield will recall that one of the reasons it was done was in 
contemplation of what would be then considered a normal peacetime 
surplus. 

The large World War II stock had been largely liquidated by War 
Assets and, frankly, we did not think we could make out a case that 
would get us the money to maintain a central disposa] agency for 
personal property on the basis of the normal peacetime surplus. The 
volume was not enough to have it. 

Then, of course, along came Korea, and the accumulation of large 
military stocks, And then along came Operation Clean-Sweep in the 
military departments with a drive to have a very, very substantial 
disposal of surplus, way over and above anything that had been con- 
templated in the original delegation. 

Mr. Houtr1evp. From $1 billion to $2 billion a year. 

Mr. Exuiorr. Yes, sir. And it was at that time that Mr. Mansure 
and Mr. Thomas sat down and agreed on this trial basis. 

Mr. Houtrreip. You have now an organization that has experience 
and a record of coordinative organizational action which you did not 
have when you first were set up. 

Mr. Exxrorr. That is correct, sir. 

Mr. Horirretp. And you have a great deal of experience of dis- 
posal and in the handling of properties and in the handling of pro- 
curement and other services to all of the agencies of the Government 
that you have served, so you are not a green organization any more. 
You are an established organization and should be able to accept a 
wider range of responsibility in your field. 

Mr. Exxzorr. That is correct. But then, of course, we do get to 
Mr. McCormack’s point, and that is, to take on this job the way we 
think it should be taken on, as outlined in that plan which we sub- 
mitted to the committee on Wednesday, will take a staff which, in 
turn, takes money. 

Mr. McCormack. I noticed this plan. I read it about 1 o’clock 
one morning, which is my usual reading time. 

On the second to the last page, it says: “We must prevail on DOD 
_ activities to cease calling surplus salvage when it better than 
salvage. 

Would you clarify that? 

Mr. THomas. Just a moment. Mr. McCormack, what page are 
you on? 

Mr. McCormack. The next to the last page. 

Mr. Tuomas. There has been a tendency at locations which we 
have inspected to downgrade property into the salvage and scrap 
category. It goes without saying—every inspection we have made 
we found that—I feel it is purely constructive criticism. 

They even call the disposal people salvage officers. If you go to 
a post, camp, or station where there is a sale that has been adver- 
tised, the first thing that greets the buyer is a downgrading state- 
ment. The buyer will say, “I am coming to buy some property in 


e sale.” The gate man says, “Well, go down and see the salvage 
officer. 
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He quickly looks at it any says, “If this is scrap and salvage, I 
can make quite a bit of profit.” The tendency is to depress bidding, 
as a result. 

I mean, it starts right at that point. And the same thing is true 
with many other items that are in auction sales, that are in spot-bid 
sales. There has been a definite trend in the first step in merchandis- 
ing to degrade the property so that, regardless of whether you have 
a good item, a good commercial item, you immediately get your- 
self into a scrap or salvage market because of the type of offering 
and the methods that are used in offering it. 

Now another reason why [I believe a lot of this property does get 
into the scrap and salvage category is the fact that the Department 
of Defense is authorized to use the proceeds of the sale, the author- 
ized amount of $40 million, to defray their cost of operation. It 
is only natural for people who operate these disposals, to place every 
piece of property that can be termed scrap or salvage into that cate- 

ory. 

; Mr. Batwan. And there is a recommendation on that point in 
the Hoover Commission report, is there not ¢ 

Mr. Tuomas. As to the $40 million. 

Mr. McCormack. They can only use that $40 million if it is a 
revolving fund, if it is for scrap, as I understand. Is that correct! 

Mr. Tuomas. That is correct. 

Mr. McCormack. So the tendency would be the direct classifying 
of things as scrap and salvage. Because, if they did not do that, that 
would have to go into miscellaneous receipts, would it not? 

Mr. Tuomas. Correct, the proceeds would go to miscellaneous re- 
ceipts unless stock fund property is involved. 

: Mr. McCormack. I see, yes, but it would not go into the revolving 
und 

Mr. Tuomas. No, that is right. The proceeds would not return to 
the special $40 million fund. 

Mr. McCormack. To continue the sales ? 

Mr. Tuomas. That is correct. So, that $40 million is always going 
to be right there in the full amount for use. 

Mr. McCormack. What has the General Services got for sales? I 
mean, I am talking about personal property now ? 

Mr. Tuomas. We have no money for personal property sales. 

Mr. McCormack. That is what I thought. 

Mr. Tuomas. Whatever sales we conduct, we do it from other pro- 
grams appropriated funds. 

Mr. Houtrtetp. Shall we adjourn at this time, gentlemen # 

Mr. McCormack. Might I ask one more question ? 

Have you the information that I asked for the other day about any- 
thing on the CAA, considering the disposal of certain communication 
facilities, did you find anything on that ? 

Mr. Exxiorr. Yes, Mr. McCormack. We had one meeting at CAA. 
At your request, and with your permission, I will call on Mr. Ken« 

nedy to tell you about it very briefly. 

Mr. Houtrrevp. Let’s hear it afterward. 

We will adjourn at this time for lunch. 

(Whereupon, at 12:30 p. m., the hearing in the above-entitled mat- 
ter was held in recess until 1: 30 p. m., of the same day.) 
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AFTERNOON SESSION 


Present: Representatives Holifield (presiding), McCormack, and 
Lipscomb. 

Also present: Michael P. Balwan, staff director; James F. Echart, 
assistant counsel ; and Ray Ward. 

Mr. Hotirrevp. The subcommittee will be in order. 

Mr. McCormack. I noticed in the newspaper the other day of 
May 14 that apparently either the full or the subcommittee of the 
House Committee on the Judiciary was looking into the antitrust situa- 
tion and had Assistant Attorney General Stanley M. Barnes before 
them and he was quoted in the newspaper. 

He was asked some questions by reporters, I presume in connection 
with the Civil Aeronautics Administration negotiating to sell air 
navigation and communication networks to the Western Union and 
American Telephone, and stated he was uninformed of such reports. 
That is what prompted me to—well, it didn’t prompt me but it crystal- 
lized some thoughts in my mind to ask the question I did at the last 
meeting. 

Then, also, whether or not there have been any sales by the Defense 
Department of plants, communications, or anything of that kind. 

Mr. Exxrorr. I will be glad to talk about A. T. & T. and the mili- 
tary telephone systems. 

Mr. Liescoms. Mr. Chairman, I am unfamiliar with this. What 
does GSA have to do with CAA or this business that we are talking 
about ? 

Mr. Exxrorr. It has to do, you see, with the disposal of the property. 

Mr. Ho.trtetp. Any property that is declared excess is subject, 
under Public Law 152, to disposition by the General Services Admin- 
istration, either directly or by delegation and must be referred to them 
for disposal. 

Mr. Kennepy. Mr. Chairman, on April 1 Mr. W. G. Stewart, 
Director of the Office of General Services of Civil Aeronautics 
requested representatives of General Services Administration to meet 
with himself and his staff. 

Mr. McCormack. Pardon me. Mr. Lipscomb, this is in response 
to a request I made a few days ago that they make available this 
information. 

Mr. Kennepy. The CAA has held preliminary discussions with the 
American Telephone & Telegraph and Western Union to consider the 
possibility of leasing from commercial companies the teletype services 
that CAA presently operates at about 3,000 locations in the continental 
United States. It was indicated to the GSA representatives present 
at the meeting that staff surveys were presently in process to deter- 
mine the relative cost of CAA operations on its four circuits, as 
against the cost to the Government if such service were to be procured 
from firms such at A. T. & T. and Western Union. 

Of course, the reason GSA was contacted was that CAA owns this 
teletype equipment which is located in many of the installations, and 
most of the equipment will be needed by whatever companies are 
awarded the servicing contracts; and the keystone of the invitation 
to bid information prepared by CAA must, they feel, include an offer 
to sell this equipment to the bidders, and their estimate was roughly 
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in the neighborhood of $3.5 million as acquisition cost for the equip- 
ment under study. 

Mr. Houtrtevp. Was that million dollars? 

Mr. Kennepy. Yes, million dollars. 

The CAA interest was that they were ee’ with GSA the 
possibility of GSA giving a delegation of authority to sell this prop- 
erty should the determination be made by CAA that this was surplus 
to their needs. 

There was no decision of course made at this meeting. ‘They merely 
were broaching the problem to GSA because they felt that they did 
not want to go forward in the event of a determination and then find 
that GSA at a later point would interest themselves in the sale and 
indicate some difference with the decision of it being surplus. 

Now, during the course of the meeting we asked them if they 
thought of this as airway property which is, of course, then, within 
the terms of the International Aviation Facilities Act (62 Stat. 450) 
which is one of the exceptions specifically cited, in section 602 (d) 14 
of the Federal Property Act. 

They indicated that they were aware that they could, under their 
Act, make that determination, but they wanted to discuss this matter 
with all interested agencies, that they would not exercise their statu- 
tory authority in view of our concurrent jurisdiction in the field with- 
out discussions. My notes indicate that we directed them to contact 
the Bureau of the Budget, the General Accounting Office, and possi- 
bly, the Department of Defense, because some of the CAA installa- 
tions serve military facilities, and that when they had explored this 
completely with these other interested agencies, then that we would 
be happy to come back and discuss further with them whatever they 
had decided. 

In the meantime, Mr. Stewart indicated that they had made no 
decision, that there was no topside policy with respect to this shift to 
commercial leasing, and that whatever decision would be reached 
would rest ultimately, on a determination of where the longterm 
savings lay in this circumstance. 

Mr. McCormack. What kind of installation was this service in- 
stalled in ? 

Mr. Kennepy. Well, they indicated to us, Congressman, that they 
would be in 3,000 activities. It would involve the air navigation and 
the communication networks located in 3,000 activities. 

Mr. McCormack. And how much money was involved? 

Mr. Kennepy. Well, they put a cost of acquisition level of about 
$3.5 million. However, they indicated that since this was all bought 
by appropriation and was special-type equipment that they were 
using In all these facilities, that you could not exactly put a hard and 
fast value on it because in some instances there was not any counter- 
part for that machine. 

For instance, A. T. & T., they pointed out, and Western Union 
are not directly competitive because they don’t do work of that nature 
in competition with the Government. 

Mr. McCormack. But the services would have to be rendered no 
matter who had it, whether the Government or—— 

Mr. Kennepy. Well, during the course of the discussion we brought 
out the fact that they had a knotty problem because when they would 
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declare this material or excess for one minute, it is eligible for utiliza- 
tion elsewhere in the executive branch of the Government and pos- 
sibly, other agencies could make use of this equipment. 

Then, if you got past that, it became surplus property. Then, you 
would have to explain the basis for a need of this continued service. 
It would have to remain “in place” and you would merely pull out, in 
effect, the Government personnel and put back an employee of the 
company. So that it would not appear at first blush as surplus prop- 
erty under our act as surplus property is defined. 

However, a counterstatement might be to this effect: “Assume the 
Administrator were to sell his automobile. He could then contract 
for aride. Basically, he does not need an automobile, he needs a ride.” 

Any statement with oats to that at the exploratory stage might 
be, however, an oversimplification of their problem. 

Mr. McCormack. Well, these facilities serve what purpose? 

Mr. Kennepy. We were given to understand they are the traffic 
regulation pattern with respect to air navigation and the communi- 
cation network that keeps planes in touch with the airports and 
weather control. 

Mr. McCormack. You mean the Government at these different 
airports as a part of safety and so forth has this service there? 

Mr. Kennepy. As we understand it, sir. 

Mr. McCormack. And it is in the various airports of the country ? 
How many ? 

Mr. Kennepy. They indicated to us that it would be 3,000 activ- 
ities in the continental United States. 

Mr. Tuttie. Mr. Chairman, I might indicate that I recall those 
3,000 are not all airports. Some of them may consist only of a small 
shedlike building out in the middle of a field on leased land in which 
there is automatic equipment in operation. 

Mr. Houtrrevp. Directional beams and radio transmission ? 

Mr. Batwan. Would this include the VOR-DME equipment? 

Mr. Turrie. We understand it would not include VOR equipment. 

Mr. Hottrretp. How about DME? 

Mr. Tutte. I could not answer that question. We understood only 
teletype circuits were involved. 

Mr. McCormack. Would not all of that equipment in those vari- 
ous fields, without regard to the service, wouldn’t that be more than 
$3,500,000 2 

Mr. Tuomas. On a replacement cost basis it is very likely, Mr. 
McCormack. There are four circuits involved in this and some of 
the circuits are on a standard capacity. Then there is at least one cir- 
cuit which is on a hundred-word capacity basis. The circuits are des- 
ignated A, B, and C, and then there is another circuit which is abso- 
lutely foreign to commercial operations. 

It is special and apart, and there is no commercial comparison. 

Mr. McCormack. Did I understand you correctly that CAA has 
authority under the law to discontinue or do this if they want to? 

Mr. Kennepy. They had the authority under the International Avi- 
ation Facilities Act to, perhaps, go ahead because they are exempt 
under section 602 (d) 14, but that they felt that in view of the—— 

Mr. McCormack. They were exempt from GSA ? 

Mr. Kennepy. They were exempt to a degree from the Property 
Act, but they felt that they would like to cooperate with us and that 
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they would not use this exemption, but that they would like us to 
join with them. 

Mr. McCormack. In other words, they wanted the delegation of 
authority of power from you? 

Mr. Kennepy. Yes, sir. If it would turn out that we could, within 
the terms of our act, determine this to be surplus. 

Mr. McCormack. Well, now, how do these facilities that were 
brought into existence—were they brought into existence by congres- 
sional action ¢ 

Mr. Kennepy. Yes, sir, I imagine that the locations were probably 
determined, to some extent, by administrative action, but that the over- 
all plan was approved by the Congress. 

Mr. McCormack. The services are absolutely essential, are they not ? 

Mr. Kennepy. Yes, sir, they are essential because they indicated 
that they would have to continue their “use in place.” 

Mr. McCormack. Did the Government get any service charge for 
rendering those services, that you know of ? 

Mr. Kennepy. We don’t know. 

Mr. McCormack. Well, if the Government did not render these 
services as they now exist, would they have to have services that they 
would render at these airp »rts and various other places ? 

Mr. Kennepy. If they were leased back to either of the two com- 

anies under consideration, which are the only two in the field, which 

am sure is what prompted that newspaper clipping that you referred 
to, they would have to be leased back and the facilities would pre- 
sumably continue on a contract basis. 

Mr. McCormack. Leased back to whom ? 

Mr. Kennepy. The American Telephone & Telegraph would acquire 
these and then there would be a lease back by the Government of the 
services. 

Mr. McCormack. In other words, these are services at these various 
places that the Government has got to render? 

Mr. Kennepy. Yes, as we understand it. 

Mr. McCormack. I see. There are not services to be rendered by 
local airports or anything like that; is that correct ? 

Mr. Kennepy. Yes, sir; operated under CAA authority. 

Mr. Hotrrtetp. It is integrated nationally with other airports. One 
airport itself could not operate independently. 

Mr. Kennepy. That is right, it is a network. 

Mr. Lirscoms. Well, doesn’t somebody pay for these services? I 
mean, the Government doesn’t turn them free, does it ? 

Mr. Toutrir. Well, I think under the Airways Act, one of the en- 
abling acts of the Civil Aeronautics Administration. its mission is to 
provide these communication services for all use of navigable airspace 
at whatever locations are needed throughout the country. It is a Gov- 
ernment function. 

Mr. Extrorr. Mr. Lipscomb’s question is: Is there a service charge 
connected with it. 

Mr. Torrie. That, I cannot answer. 

Mr. Hottrrecp. My understanding is there is no service charge to 
the users of this service, that it was in the original Air Navigation Act 
for the purpose of expediting the development of aviation and con- 
tributing to the safety of the people who ride the commercial lines, as 
well as the people who have their own private ships. 
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Mr. McCormack. Well, if there aren’t any further questions on that, 

I just want to ask you a question on another 

Mr. Lipscoms. Has any further action been taken by CAA that 
brought this up ? 

Mr. McCormack. My attention was brought to it by this newspaper 
article here in the Star the other night, and [ asked Mr. Mansure if he 
had any information on it to report to us at the next meeting, and that 
is what it is. 

Mr. Liescoms. CAA did come to GSA on an exploratory basis? 

Mr. Exxtorr. Yes, sir. 

Mr. Lirscoms. So, I assume they are more than willing to try to do 
the right thing. 

Mr. Exxiorr. I don’t think we can go further than to say that they 
are thinking about it, because of what Mr. Kennedy said about the 
meeting, and that they had not yet made their decision about the 
policy. 

Mr. Horirtevp. If there are any further conferences or plans to de- 
clare this group of facilities surplus, you will inform this committee? 

Mr. Exxtort. Yes, sir. 

Mr. McCormack. Now, just one other thing I asked for. I asked, 
did you have any information—I noticed, I don’t know whether in the 
newspapers or somewhere else, I got the information that the Defense 
Department was either selling or had sold, or if they have sold some, 
they are going to sell some more, power installations at different instal- 
lations or communications of different kinds. 

Do you know anything about that ? . 

Mr. Exxiorr. We have heard very informally and unofficially some 
casual conversation about it. What they are thinking or how far it 
has gone, sir, we don’t know. It has not yet even gotten to the point 
where they have had an exploratory meeting with us, if there is any 
plan. So nothing has come to GSA’s attention on that. 

Now, the third category, sir, the military telephone installations, 
there are about 250 of those. Those are telephone systems, built and 
operated by the military in various bases and camps. The military 
have disposed of about 25 of those systems to the loeal telephone com- 
panies. 

In the majority of cases, that is the Bell System, and A. T. & T., but 
in some it is one of the local independent companies. And they have 
disposed of those under our delegations without coming to us. 

There has been some confusion because they were not clear over in 
the Pentagon as to whether the systems were personal property or real 
property and some sales have been made as personal property and 
some have been made as real property. 

Mr. McCormack. If it was real property they would have to come 
to you? 

Mr. Exxiorr. That is correct. 

Mr. McCormack. Even under the delegation ? 

Mr. Exxiorr. Yes. 

Mr. Batwan. Even personal, too? 

Mr. Exsiorr. No; under the delegation they have the power to dis- 
pose of them. 

Mr. Batwan. Wouldn’t they have to screen it with you? 

Mr. Exniorr. John, can you answer that question ? 
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Mr. Tuomas. My thinking is, they would have to report it to us as 
excess property. 

Mr. Batwan. Could you do anything about it, even on an excess 
level, where it was merely reported to you for screening? Can you stop 
it from the screening process? Can you stop it while this is in the 
screening process ? 

Mr. Tuomas. You mean to prevent it from being surplus? 

Mr. Batwan. Yes. 

Mr. Tuomas. No; we could not be sure that it would become surplus. 
The reason I say that is we have transferred a number of pieces of tele- 
phone equipment and installations between the Government agencies 
so it is very possible that there would be another Federal requirement 
for it. We could not assure them that it would run the complete gaunt- 
let, so to speak, and ultimately become surplus. 

Mr. Batwan. Excuse nia BE. McCormack, I did not mean to inter- 
rupt you. 

{r. McCormack. You are not interrupting me. 

Mr. Batwan. The only part I was trying to straighten out was if 
such a thing as this, where you said if it were real it would have to 
come to you—my point was, even if it was personal, it would appear 
to me it would have to reach you in the screening process. In that 
process they are merely notifying you of something that is excess to 
their needs and it places the warden upon you to try to find another 


user forthat. If you don’t find a user 
Mr. McCormack. But you notice he said, Mr. Balwan, some were 


sold as real and some were personal. Now, the personal, as I under- 
stand it, would not come to them under the excess theory. If it were 
declared surplus it would-—— 

Mr. Exxiorr. I would like to correct what I said. That is what I 
said, Mr. McCormack. What I should have said was that some of the 
services regard them as personal property and some of them regard 
them as real property. I don’t know as any actual sales have been 
made of real property. The sales that have been made, I believe, have 
been on personal property. 

Mr. McCormack. Go ahead, Mr. Balwan. 

Mr. Batwan. Are they still obligated to report to you even when 
they classify it as personal property ? 

Mr. Tuomas. It desuntl upon what it is and its condition. Now, 
if it is a complete unit, yes; if it is a part and if falls in an electronic 
area, it is one of the nonreportable items. 

Mr. Batwan. How about the case of—wherever it was that they are 
trying to sell the telephone system ? 

Mr. Tuomas. It should be reported. 

Mr. Batwan. It is a usable telephone system that is applicable to a 
civilian use and other Government agency users so it would not make 
too much difference whether it is real or personal, is the only point I 
am making, it would still have to clear through you people. 

Mr. Tuomas. That is correct. 

Mr. McCormack. Mr. Elliott, you have not completed the answer. 

Mr. Exuiorr. Yes, sir; but there are different procedures under our 
personal and real property regulations because, as you know, they do 
not have the power to make the disposal of personal property. Real 
property, we do have a central disposal, unless we grant a delegation 
for that particular situation. 
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The thing seems to be in thorough confusion because I understand 
some of the sales have been reported to the Armed Services Committee 
under the Military Act. I don’t know whether or not any have been 
reported by the military services to the Government Operations Com- 
mittee under our act, but I rather think not, and I believe that because 
of some slipup they have not reported them to either. 

So, at any rate, telephone people have talked to us and some have 
talked with Secretary Thomas’ office informally with a view to our- 
selves and the military sitting down together and getting some uni- 
form rules of the game, and that we plan to do within the next week. 

I am waiting until Governor Bricker. who is the General Counsel 
for Defense, gets back from Europe. Then we are going to sit down 
and see if we can work this out. 

One other thing I think I should say, Mr. McCormack, the A. T. & 
T.—these sales, of course, will be negotiated to either the Bell System 
or to the local telephone companies. The price in every case will be 
the price in which that is included in the rate base under the local 
State law. 

The method may vary from State to State because of the require- 
ments of the State statute. In general, the plan is that if the military 
system was installed originally by the Bell System, the price will be 
the original cost, less depreciation. If it was done by other than Bell 
System, or other than through the subsidiary, Western Electric, then 
they will do it at today’s reproduction cost, less depreciation. 

But, A. T. & T. feels that they don’t want to use the present repro- 
duction cost on their own equipment for fear of a charge that they 
would be getting a windfall in the terms of what it goes in the rate 
base. 

Mr. McCormack. What about a fair market value? Wouldn’t that 
be higher ? 

Mr. Exxrorr. When you are talking about a regulated utility, sir, 
you don’t have such a thing as a fair market value. It is pretty well 
determined on the basis of what a utility is allowed to include as a 
capital cost for its rate structure. 

Mr. McCormack. There have been how many sold ? 

Mr. Exuiorr. We understand about 25 sold. 

Mr. McCormack. Have you got the amount? 

Mr. Exsaorr. No, sir; we can get the figures for you. There are 
about 250 for you. Now, the only additional point I want to make, 
and I make it as a statement witkout an endorsement either way, the 
telephone company feels very strongly, or so they have expressed them- 
selves to us, that there will be a substantial saving to the taxpayers in 
that, in addition to returning to the Government the present value of 
the equipment, that they will be able to provide the service more 
cheaply than it is costing the Government through its military per- 
sonnel. 

In other words, they say, “Integrate this into our system; we will 
modernize, we will make the improvements, we will have permanent 
telephone company people and operators running this and we think 
that we can do that more efficiently and cheaper to the Government 
than is done by present military personnel.” 

Now, I am not commenting as to whether they can or not. I did 
want you to know that that is the statement made by the telephone 
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company, and I believe that at least some segments of the military 
certainly e with that because they are making such sales. 

Mr. McCormack. Well, the services have to be bought back? 

Mr. Exxiorr. That is correct. 

Mr. McCormack. So they can’t sell it and take it away? 

Mr. Exxiorr. No; it would be integrated right into local telephone 
systems and become a part of it. 

Mr. McCormack. And the employees of the local telephone com- 
pany would go on the Army or Navy or Air Force installations and 
work ? 

Mr. Exxiorr. I imagine, as a practical matter, sir, when you are talk- 
ing about the central switchboard, that the telephone company will 
transfer that and coordinate it into whatever is their central switch- 
board. 

Mr. McCormack. There is a question of security involved, too, is 
therenot? This has nothing to do with your agency but—— 

Mr. Extrorr. I am not sure. Let’s take anexample. I don’t know 
whether this is the case, but let’s suppose that Fort Myer over here has 
a military telephone installation. ‘They will have today military per- 
sonnel running their central switchboard right there at Fort Myer. 
Now, if the telephone company here were to take over that system and 
integrate it into the Chesapeake & Potomac system, I would imagine 
that what they do would be to wipe out that switchboard, put it right 
over in Arlington in their main headquarters and the telephone com- 

any personnel that would go on the military reservation would be 

inemen, for maintenance and hookups, and things of that kind. 

Mr. McCormack. Anything on power ¢ 

Mr. Extrorr. I don’t know anything about power, sir. 

As to the relative costs, we are not in a position to answer that ques- 
tion. Ithink the military would be. 

Mr. Hottrtetp. You had one question in regard to installations on 
the military 

Mr. Batwan. Do you have any information on the communication 
facilities which are either contemplated for sale or have been sold on 
military bases? Could you provide that ? 

Mr. Tuomas. We can get that for you. 

Mr. Exuiorr. Yes, sir; we will get that and I will be glad to make a 
further report to the committee after we have had our meeting with 
the folks in the Department of Defense on the telephone installations. 

(The material referred to appears on p. 307.) 

Mr. Hotirretp. Now, we come to recommendation No. 5, and before 
1 start reading that, I want to read a paragraph that precedes it in the 
text. 

To overcome the many administrative difficulties which the task force found 
in the screening procedure, the Commission recommends changes designed to re- 
duce the number of the units, to synchronize reporting of excess by commodity 
classes, and to effect consolidated lists of excess commodities on a regional and 
nationwide basis. 

This applies to screening within the military. The question I would 
advance to you after reading the recommendation is to the wisdom of 
this recommendation on the part of the Commission. 

Does it make sense to you and do you approve of the principles that 
are involved, to wit: to reduce the number of reporting units, to syn- 
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chronize the reporting of excess by commodity classes so that we can 
get all of a commodity class together at one time and thereby be oper- 
ating on a, you might say, to a special group of consumers and a special 
market and also coordinating and bringing together for disposal at 
one time in all the military agencies that particular commodity class, 
and also to do it on a regional and nationwide basis, set a certain time 
for the reporting from all the agencies of a certain class of commodi- 
ties that would be nationwide, but to make the sales on a regional basis. 

Now, the recommendation reads as follows: 

That the procedure for screening reportable excess property be specified to pro- 
vide a more efficient and manageable system encompassing these features: 

(a) Declarations of military agency excess be submitted by supply ana in- 
ventory control points only and not by the owning location, except in special 
circumstances where it would be more feasible for the owning location to file 
declarations. 

(b) Declaration from the supply and inventory control points include all 
excesses of items under their control, with a breakdown by location. 

(c) A time schedule be worked out for simultaneous reporting of the 74 
Federal supply commodity classes (coordinated with the Federal catalog program 
as it progresses) so that the total excess in each class would be reported on the 
same date by all reporting activities. 

(d) Civilian agencies report their excesses to the General Services Adminis- 
tration by Federal supply commodity classes and synchronized with the Material 
Redistribution Division reporting time schedule for military excess. 

(e) The General Services Administration distribute lists of specialized or 
high-value excess items to all Government agencies for maximum possible utiliza- 
tion, irrespective of the physical location of such excess items. The military 
services should also adopt this principle for internal Defense Department 
screening. 

Mr. Mansure. Well, now, on (a), (0), (c) and (d) we concur—wait 
2 minute now—yes; all except (e), we concur in that but the objective 
of these recommendations is so desirable, and the potential for addi- 
tional economies through greater property utilization, particularly in 
the Department of Defense, is so great that GSA plans aggressively 
toexplore this drastic recommendation. 

Now, on five (a), (6) and (c), while the primary responsibility must 
rest with the Office of the Secretary of Defense and the military 
departments, GSA is prepared to become a partner in the effort. 
Specifically, a joint DOD-GSA project is proposed to analyze the 
problem and develop a program. Members of the Project Board 
would include top supply personnel of DOD, the military services, 
GSA, and one or more civilian agencies. 

Now, on five (a), (0) and (ec), that is, if those three can be worked 
cut then five (d@)—that is, the civilian agencies’ reporting will not 
present much of a problem. 

Now, on recommendation 5(e), this proposes that lists of specialized 
or high-value excess items be distributed to all Government agencies— 
irrespective of physical location of such excess items. This is a long- 
standing practice with GSA, although the method used deviates to 
some extent from the recommended procedure. 

Central office of GSA offers to the Washington headquarters of all 
agencies, excess property located throughout the United States, Alaska, 
Hawaii, Puerto Rico, or the Virgin Islands, if the dollar value is 
significant or the type of property warrants such action. 

The operation is most productive. For example, 25 percent of all 
GSA utilization transfers for fiscal year 1954 were completed by the 
central office. 
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Now, on the basis of this recommendation, however, the volume of 
excess property handled nationality by GSA will be increased begin- 
ning about June 15, 1955. : 

r. Barwan. That would means that there would no longer be a 
regional type screening which previously existed. 
fr. Tuomas. No; on that a little more excess property would be 
screened nationally by GSA. 

Mr. Exiorr. This only has to do with the value specialized items. 

Mr. Tuomas. That is correct. 

Now, I would like to go back to page 25 under the heading of “Re- 
gional grouping of excess.” There always has been—this is page 25 
of the Commission report—there has always been, since 1949, an inter- 
agency screening. We have always done that. 

Also, in the screening process up at the top of page 25 under “Civi- 
lian excess property,” the conclusion might be drawn that there is a 
screening period of 135 days on civilian agency excess property, when 
that is actually not the case now, nor was it the case prior to January 
— That civilian agency property is reported to our GSA regional 
offices. 

That report is screened by us and, under the new screening arrange- 
ment of January 1955, if we feel, from experience that it could be 
possibly used in the Department of Defense, the forwarded excess 
reports are MRD and that property screened for about a 45-day period 
in the Defense Department within the overall 90 days. So it is within 
that 90-day period. All excess property at the present time, civilian 
or Department of Defense property, is to be screened for a 90-day 
period with a reservation in the agreement that we have with DOD 


that we can extend that time on any property in which there is a 
probability of a transfer for utilization. 

If we have property reported to us which has a high potential 
utilization throughout the Government and we know it is economical 
to come clear across the United States with it, we will extend the 90-day 
period, which is agreeable to Department of Defense. 

(The agreement referred to follows:) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., May 27, 1955. 
Mr. MicHaet P. BALWAN, 
Staff Director, Subcommittee on Military Operations, Committee on Gov- 
ernment Operations, 
House of Representatives, Washington, D.C. 


DEAR Mr. BALWAN: During the subcommittee’s hearings on May 18, 20, and 
24, concerning the Hoover Commission Report on Surplus Property, GSA was 
requested to furnish certain additional information. 

In accordance with the subcommittee’s request the following information is 
furnished at this time: 

1. A copy of the current agreement between GSA and the Department of De’ 
fense on screening of excess DOD property, effective January 21, 1955. This 
document was requested in connection with recommendation No. 5 of the surplus 
property report. 

2. A cony of GSA’s new internal manual revision providing for a central 
office (national) screening of high-value excess property. This also relates to 
the discussion on recommendation No. 5. 

3. A copy of GSA’s recent regulation changes (Transmittal Letter No. 1-52, 
dated April 7, 1955), making it clear that excess stock-fund property of the De- 
partment of Defense is available for transfer to other Federal agencies pursuant 
to the reimbursable requirements of GSA regulations, and that surplus stock-fuad 
property of the Department of Defense is donable. This document was requested 
during the discussion on recommendation No. 7 of the Surplus Property Report. 
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Other data requested by the subcommittee is being prepared and will be sub- 
mitted on a progressive basis in accordance with the schedule agreed to wiih 
Mr. McElroy. 


Sincerely yours, 
J. H. MacoMser, Jr., 


Associate General Counsel. 
ENCLOSURE No, 1 


AGREEMENT BETWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF 
DEFENSE REGARDING SCREENING OF EXCESS PERSONAL PROPERTY 


On January 15, 1954, the Assistant Secretary of Defense (Supply and Logistics) 
and the Administrator of General Services concluded an agreement designed 
primarily for the expeditious screening of excess personal property of the 
Department of Defense. Under the terms of the agreement, a joint evaluation 
of the effectiveness of the policies and procedures affecting the screening opera- 
tions was initiated on November 22, 1954. As a result, specific revisions were 
recommended to improve the screening effectiveness and to promote greater uti- 
lization of the personal property of the Federal Government. 

Therefore, it is agreed that the following 12 major revisions and provisions 
will be incorporated into the agreement of January 15, 1954, and that these and 
other minor operational provisions will be implemented in the appropriate regula- 
tions of the General Services Administration and the Department of Defense. 

1. Eliminate “local area” screening of nonreportable Department of Defense 
property prior to offering for sale. 

2. Eliminate all “decentralized” screening for the 12 Federal supply classifica- 
tion groups of personal property listed below : 

FSC groups and items 
10—Weapons 
12—Fire-control equipment 
13—Ammunition and explosives 
15—Aircraft and airframe structural components 
16—Aircraft components and accessories 
17—Aircraft launching, landing, and ground handling equipment 
20—Ship and marine equipment 
65—Medical, dental, and veterinary equipment 
69%—Training aids and devices 
88—Textiles, leather, and furs 
84—Clothing 
S8—Live animals 


3. Require reporting of Federal supply classification groups 65, 83, and 84 to 
the General Services Administration for interagency screening. 

+, Expand the present grouping for reporting excess personal property from 
the 11 commodity categories now used to the 99 Federal supply classification 
groups. 

5. Retain all nonreportable categories of property as presently designated with 
the exception of Federal supply classification groups 65, 83, and 84 which hereby 
are designated as reportable. 

6. Eliminate the special screening for furniture and office equipment so that 
such property will be screened in the same manner as other reportable excess 
property. 

7. Require all Standard Forms 120 covering Department of Defense excess 
property to be forwarded to appropriate General Services Administration re- 
gional offices by the Department of Defense Screening Agency (Materiel Redis- 
tribution Division). 

8. Provide a 90-day screening period for General Services Administration 
screening of all reportable Department of Defense excess property. Upon com- 
pletion of this screening period reported excess property will be automatically 
released as surplus materiel. 

9. Provide for the immediate release of Department of Defense excess prop- 
erty by General Services Administration in advance of the automatic re:ease 
date, whenever warranted. 

10. Authorize the Department of Defense Screening Agency (Materiel Re- 
distribution Division) to request Department of Defense excess materiel which 
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was previously reported to the General Services Administration provided such 
request is made within the 90-day General Services Administration screening 
period. Such requests will be honored on a first-come, first-served basis. 

11. Retain the $300 minimum line item screening limitation for all reportable 
property of the 99 Federal supply classification groups with the exception of 
the following 14 groups, which groups will become reportable to General Services 
Administration if the acquisition cost is $100 or more per line item. 


FSC groups and items 


51—Hand tools 

52—Measuring tools 

53—Hardware and abrasives 
56—Construction and building materials 
67—Photographic equipment 

71—Furniture 

72—Household and commercial furnishings and appliances 
73—Food preparation and service equipment 
74—-Office machines 

75—Office supplies 

78—Recreational and athletic equipment 
79—Cleaning equipment and supplies 
80—Brushes, paints, scales, and adhesives 
84—Clothing and individual equipment 


12. Eliminate the requirement that civilian agencies report excess property 
direct to the Department of Defense central screening agency. General Services 
Administration regional offices will process only selected civilian agency excess 
personal property to the Department of Defense central screening agency. 

Under the terms of this agreement, provisions 1, 2, and 12 may become oper- 
ative on the effective date of this agreement. All other provisions hereof shall 
be effective as soon as possible after publication of the Department of Defense 
implementing instruction, but in any event not later than 120 calendar days from 
the effective date of this Agreement. 

The effective date of this agreement is January 21, 1955. 

(Signed) TT. P. PIKE, 
Assistant Secretary of Defense 
(Supply and Logistics). 

Date: January 21, 1955. 

(Signed) EpmMuNpD F. MANSURE, 
Administrator of General Services. 
Date: January 17, 1955. 


AGREEMENT BETWEEN GENERAL SERVICES ADMINISTRATION AND DEPARTMENT OF 
DEFENSE REGARDING SCREENING OF ExCESs PERSONAL PROPERTY 


On January 15, 1954, the Assistant Secretary of Defense (Supply and Lo- 
gistics) and the Administrator of General Services concluded an agreement 
designed primarily for the expeditious screening of excess personal property of 
the wepartment of Defense. Under the terms of the agreement, a joint evalua- 
tion of the effectiveness of the policies and procedures affecting the screening 
operations was initiated on November 22, 1954. As a result specific revisions 
were recommended to improve the screening effectiveness and to promote greater 
utilization of the personal property of the Federal Government. 

Therefore, it is agreed that the following 12 major revisions and provisions 
will be incorporated into the agreement of January 15, 1954, and that these and 
other minor operational provisions will be implemented in the appropriate regu- 
lations of the General Services Administration and the Department of Defense. 

1. Eliminate local-area screening of nonreportable Department of Defense 
property prior to offering for sale. 

2. Eliminate all decentralized screening for the 12 Federal supply classifica- 
tion groups of personal property listed below : 

FSC groups Items 
10 Weapons 
12 Fire-control equipment 
13 Ammunition and explosives 
15 Aircraft and airframe structural components 
16 Aircraft components and accessories 
17 Aircraft launching, landing, and ground handling equipment 
20 Ship and marine equipment 
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65 Medical, dental, and veterinary equipment 
69 Training aids and devices 

83 Textiles, leather, and furs 

84 Clothing 

88 Live animals 


3. Require reporting of Federal supply classification groups 65, 83, and 84 
to the General Services Administration for interagency screening. 

4. Expand the present grouping for reporting excess personal property from 
the 11 commodity categories now used to the 99 Federal supply classification 
groups. 

5. Retain all nonreportable categories of property as presently designated with 
the exception of Federal supply classification groups 65, 83, and 84 which hereby 
are designated as reportable. 

6. Eliminate the special screening for furniture and office equipment so that 
such property will be screened in the same manner as other reportable excess 
property. 

7. Require all standard forms 120 covering Department of Defense excess 
property to be forwarded to appropriate General Services Administration regional 
offices by the Department of Defense screening agency (Materiel Redistribution 
Division). 

8. Provide a 90-day screening period for General Services. Administration 
screening of all reportable Department of Defense excess property. Upon com- 
pletion of this screening period reported excess property will be automatically 
released as surplus materiel. 

9. Provide for the immediate release of Department of Defense excess property 
by General Services Administration in advance of the automatic release date, 
whenever warranted. 

10. Authorize the Department of Defense screening agency (Materiel Redis- 
tribution Division) to request Department of Defense excess materiel which was 
previously reported to the General Services Administration provided such request 
is made within the 90-day General Services Administration screening period. 
Such requests will be honored on a first-come, first-served basis. 

11. Retain the $300 minimum line item screening limitation for all reportable 
property of the 99 Federal supply classification groups with the exception of the 
following 14 groups, which groups will become reportable to General Services 
Administration if the acquisition cost is $100 or more per line item. 

FSC groups Items 

51 Hand tools 

52 Measuring tools 

53 Hardware and abrasives 

56 Construction and building materials 

67 Photographie equipment 

71 Furniture 

72 Household and commercial furnishings and appliances 
738 Food preparation and service equipment 
74 Office machines 
75 Office supplies 
78 Recreational and athletic equipment 
79 Cleaning equipment and supplies 
SO Brushes, paints, scales, and adhesives 
S4 Clothing and individual equipment 


12. Eliminate the requirement that civilian agencies report excess property 
direct to the Department of Defense central screening agency. General Service 
Administration regional offices will process only selected civilian agency excess 
personal property to the Department of Defense central screening agency. 

Under the terms of this agreement, provisions 1, 2, and 12 may become operative 
on the effective date of this agreement. All other provisions hereof shall be 
effective as soon as possible after publication of the Department of Defense 
implementing instruction, but in any event not later than 120 calendar days from 
the effective date of this agreement. 

The effective date of this agreement is January 21, 1955. 

E. F. MANSURE, 
Administrator of General Services. 
Date: January 17, 1955. 
" P. Pree, 
Assistant Secretary of Defense (Supply and Logistics). 
Date: January 21, 1955. 











90 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Batwan. But, you have to notify them that this is an extension 
to the 90-day rule ? 

Mr. Tuomas. That is right. It is a gentleman’s agreement and for 
operating practices, it is very practical to do it. We try to work on a 
90-day cycle. It works out fine for a number of reasons. 

Mr. Batwan. You are talking about civilian property ? 

Mr. Tuomas. I am talking about all excess property. 

Mr. Batwan. Military property, too? 

Mr. Tuomas. Right, on a 90-day basis. You see, military property 
is on a 90-day basis the same as a civilian agency, under the new ar- 
rangement. 

Moreover, when a report of excess is received by a GSA regional 
office and the GSA man decides there is no possible use for the items 
listed, the property is immediately released so disposal can be effected. 
We did not have that device under the old concurrent system. Pre- 
viously if it got into the system, it stayed in there for a 90-day period. 
Under the present system, which should go into effect in full force 
today—the 21st—we have a lot of latitude and a lot of flexibility that 
we did not have before. But, all property regardless of it being mili- 
tary or civilian, is handled on a 90-day basis unless we extend the time 
to insure utilization. 

Mr. Batwan. Maybe I am not getting—what is the big difference 
between what you will have beginning today and what you had? 
What are the significant differences ? 

Mr. Tuomas. The significant difference is this: That under the old 
concurrent screening program reports of excess, all of them float into 
MRD-—nilitary. They, for their internal purposes, develop these 
long yellow scat lists. 

These lists, were sorted down by regions by MRD and copies came 
out. Now, the minute a piece of property went in that system, it was 
practically impossible to get it out of there in less than 90 days. 

Mr. Batwan. In other words, the big difference was that under the 
old system it would take so long getting through the scat-sheet pro- 
cedures that the 90 days would be up and you had no choice but to 
extend it? 

Mr. Tuomas. That is one of the reasons. Under the new system we 
have, which is also a 90-day screening procedure, everybody knows 
where they are. 

It will now be possible to release some property for disposal in far 
less than 90 days. In such cases, we will protect Health, Education, 
and Welfare, and give them a 10-day period to ask for items. The 
other part of the old plan that bothered us greatly was its concurrent 
aspect. 

A civilian agency would encumber its funds, and prepare obligating 
documents to order the property; then when the time came to claim 
it, it had already been transferred within DOD. We never knew 
where we stood. Under the new system, property will not be reported 
to GSA for screening until it has been determined excess to all of the 
Defense Department. What is offered to civilian agencies is firm. 

Mr. McCormack. Do they have a material redistribution division 
inthe DOD? 

Mr. Tuomas. Yes, sir. 

Mr. McCormack. Why couldn’t FSA take over that function? 
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Mr. Tuomas. Well, under the regulations that we have—and Mr. 
Elliott, I will ask for your assistance—I think there is a section in 
the act that charges each agency with the primary responsibility 
of reassignment of the property to get utilization. 

They are responsible for doing that. 

Mr. Hourmip. Within their own department ! 

Mr. Tuomas. Within their own department. 

Mr. McCormack. In the hearings on 3322 we found that where 
property was declared excess in the Navy Department, even the Army 
or the Air Force did not know anything about it and have an oppor- 
tunity of getting it. For stock-fund purposes where they declared 
it excess and they were selling it in the method that they employ— 
auctioneering and so forth—that even the other branches i in the De- 
fense Department did not have an opportunity of saying, “Well, that 
is usable over here, we can use it.” 

We found that within the Defense Department. 

Mr. THomas. Well, it is not unusual for us, Mr. McCormack, to 
get utilization within the Department of Defense on Department of 
Defense property that has been reported to us as excess to the Depart- 
ment of Defense. 

Mr. McCormack. Has been reported, but suppose it is not reported ? 

Mr. Tuomas. Well, if it is not reported, we don’t get into the pic- 
ture. 

Mr. McCormack. Well, a pretty good part of it is not reported. 

Mr. THomas. Yes, that is correct. 

Mr. McCormack. So, a pretty good part is rather vague. About 
what percentage would you say is not reported ? 

Mr. Turrix. This fiscal year, about one-third is reported, about 
two-thirds not reported. 

Mr. McCormack. This year they figure well over $2 billion sold 
on acquisition value. 

Mr. Tomas. That will be available for sale, that is right. 

Mr. McCormack. So, you see, 66%4 percent is not reported, so you 
don’t have an opportunity of this screening. 

Mr. Turrir. There is this much about it, Congressman: The non- 
reportable categories have been set up over sever ral years on the basis 
of experience of possible utilization somewhere else in the Govern- 
ment. The two-thirds that are not reported consist principally of 
your arms, ammunition, implements of war, scrap, salvage or such 
highly technical items as radar, which have no use elsewhere in the 
Government. 

That makes up two-thirds. Airframes—airframe parts. 

Mr. Tuomas. Now, we constantly review the reportable and non- 
reportable categories. We just finished a review in January and we 
took out from nonreportable categories, certain groups and brought 
them over into the reportable categories. We did that because ex- 
perience in the field showed that those particular items were of suffi- 
cient, interest to other Federal agencies to warrant screening. I 
think that it will be necessary, say, in another 4 to 6 months, to 
make another review to see if further changes are needed. To keep 
the system economical and sufftcient this ‘should be a continuing 
process, 

Now, if all of the property were reported to us, that which becomes 
excess to any agency, we would go through with a terrific amount of 
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es work that was not necessary because there is no possible further 
ederal utilization for some of this property. 

ar. Datwan. And then you don’t want to have it all reported to 
you? 

Mr. Tuomas. No, we don’t. If there is no utilization potential for 
certain items and there is no reason to offer them to other agencies. 

Mr. Batwan. You are leaving it up to the Department of Defense 
to determine its utilization ? 

Mr. Tuomas. No, except that Defense is expected under GSA 
regulation to transfer nonreported property for any other known 
Government use. 

Mr. Batwan. As to whether it has utility, except under this method 
where you go in and review the nonreportables and say, “This really 
ought to be reported,” and on a selected basis to find out which ought 
to be reported to you is probably a better method than to have it all 
reported to you. 

{r. Tuomas. Well, our regulations make it pretty clear what prop- 
erty must be reported for formal screening. 

Mr. Batwan. There is a matter of judgment involved as to what is 
salvage and what is usable. 

Mr. McCormack. Now, we come back to that question I asked earlier 
this morning. That comes back to that $40 million revolving fund, 
does it not? 

Mr. Tuomas. That is correct. 

Mr. McCormack. Many things are determined to be scrap or sal 
vage, I imagine, having in mind that $40 million revolving—well, | 
won’t ask you that question. 

Recommendation No. 5 would bring purchase and disposal func- 
tions together at one point. Is that right? 

Mr. Tortie. Yes, sir. 

Mr. Tuomas. That is correct. 

Mr. McCormack. Now, the Army, Navy and Air Force each have 
control points for these same common items such as medical supplies, 
medical and dental supplies. Do you know about that? 

Mr. Tuomas. Yes, sir, that is right. 

Mr. McCormack. What are your views as to whether there should 
be only one DOD control point for each class of common item ? 

Mr. Tuomas. Of course that would be the ideal situation and we 
would like to see it. 

Mr. McCormack. Could it work in practice? 

Mr. Tuomas. It would have to be quite a change in the present 
Department of Defense regulations. 

Mr. McCormack. Without regard to regulations, I mean in practi- 
cal operation. 

Mr. Tuomas. Yes, it would work. 

Mr. Mansvre. It would be a definite improvement. 

Mr. Toutrie. Mr. Chairman, may I throw something in here? 

Mr. Hortrtevp. Mr. Tuttle. 

Mr. Turrtr. The great advantage to that would be that for the 
first time within Defense the excess property would be dovetailed on 
a scheduled basis with procurements. it is now, utilization, that 

is, the determination of what further use you can find for excess om 8 
erty depends for the most part upon what procurement happens to be 
open at the moment an item is reported for excess screening, whereas 
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if you phase it you will have matched your reporting of excess against 
your pr ocurement schedule and with the proper controls established 
so that a man cannot buy new property if excess is available anywhere 
within any of the three military Aisa’ tiinatie. 

Mr. HorirreLp. And that is what we get to in recommendation No. 
6 which follows. Although this does apply to the Department of 
Defense you are a hundred percent in favor of the principles in- 
volved there ? 

Mr. Tuomas. Surely. 

Mr. Houirteip. Because it does just what Mr. Tuttle has described. 

Mr. McCormack. On recommendation 5, the last sentence of para- 
graph (e), “The military services should also adopt this principle for 
internal Defense Department screening.” I think it would be well to 
have inserted in the record at this point what the General Services’ 
policy is in that respect. Will that take too long or too much space? 

Mr. Turtie. No, sir. 

Mr. Tuomas. No. 

Mr. McCormack. This is a recommendation from the Hoover Com- 
mission. 

Mr. Hottrietp. Do you mean the directive that the General Serv- 
ices operate under ? 

Mr. McCormack. Yes, because of later recommendations to me 
which is important that the Defense Department should adopt it, 
should follow it. 

Mr. Houirteip. Do you have a directive which can be inserted in the 
record at this point, that will fulfill Mr. McCormack’s request ? 

Mr. McCormack. Or astatement. 

Mr. Turrie. We have a part of the GSA regulation and manual 
which will explain that, sir. 


GS 5-2 401.01 
(9-28-53) 
Part 4 SPpEcIAL PROGRAMS 


SECTION 401.00 UTILIZATION OF EXCESS 


401.01 General. This section prescribes the procedure to be followed in acquir- 
ing excess personal property, including typewriters, for redistribution through 
the stores activity of the Federal Supply Service. 

The provisions of this section are not applicable to the varityper, hektowriter, 
proportional spacer, flexowriter, justowriter and bookkeeping, billing or teletype 
machines, 

Insofar as possible, personal property which is excess to the needs of any 
Government agency and can better be redistributed through the stores activity 
than through the property utilization activity of the Federal Supply Service, 
shall be taken into inventory. In making such determinations, regional offices 
Shall be governed by the criteria stated in 401.03. 

101.02 Definitions. As used in this part: 

a. New Standard Items are those which are the same as new items regularly 
carried in stock and are in a condition identical with those delivered by a 
supplier. 

b. New Substitute Items are those which, though not the same as items regu- 
larly carried in stock, may be issued as substitutes therefor, generally with prior 
clearance from the ordering agency. The condition of items in this category 
must also be identical to those items which might be delivered by a supplier. 

c. Used Items—Usable As Is are stock items or substitutes therefor which 
have been used but require no reconditioning or repair, and items which, although 
unused and requiring no reconditioning or repair, do not qualify as new standard 
or new substitute items. 
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d. Used Items Needing Repair, Rehabilitation, or Packaging are stock items 
or substitutes therefor requiring repairs to put into usable condition, whether 
used or unused, before issuance. 

e. Typewriters are manually and electrically operated machines having stand- 
ard or special keyboards, designed to produce printed characters by impression of 
type upon paper through the medium of an inked ribbon. 

401.03 Criteria. The following criteria shall govern in determining whether 
an excess item shall be taken into inventory for redistribution through the stores 
activity: 

a. Item Identical to Those Listed in the GSA Stores Stock Catalog. In 
general, GSA Stores Stock Catalog items shall be acquired by each regional office 
in an amount which will not increase its stock of the item in excess of one year’s 
supply, considering the quantities already on hand and on order. However, 
where relatively small quantities of an item would remain on the report of 
excess, the total amount should be acquired even though its exceeds the one-year 
limitation. Consideration also should be given to cancellation of existing stock 
replenishment requests not yet contracted for, in order to utilize available excess. 
Other factors such as obsolescence, deterioration, or bulk storage space needed 
to accommodate a year’s supply may require that a lesser quantity be taken into 
inventory by the local stores activity. 

b. Substitutes for GSA Stores Catalog Items. Items which generally wiil be 
accepted as substitutes for stock catalog items shall be acquired. 

ec. Used Items. Used items which are the same as or substitutes for stock 
catalog items shall be acquired either for issue “fas is” or after rehabilitation. 

d. New Items. Excess items which lend themselves to addition to inventory 
as a new item shall be acquired. Requests for authority to add such items shall 
be initiated in accordance with the instructions in 210.00. 

e. Typewriters. In acquiring excess typewriters, either for issue “as is” or 
after rehabilitation, the following shall be observed: 

1. Where physical inspection is feasible, the estimated life expectancy of 
a machine which, regardless of age, can be economically repaired shall be 
the prime factor. 

2. Where physical inspection is not feasible, typewriters shall not be 
acquired if: 

(a) It is reported that the estimated cost of necessary repairs or 
reconditioning of each typewriter will equal or exceed, at lowest availa- 
ble rates, the Standard Replacement Cost Percentage Scale specified 
in GSA Reg. I-ITI-203.03. 

(b) Experience has shown that even after rehabilitation certain types 
or models do not give satisfactory service. 

(ec) Transportation and estimated repair cost together would make 
it clearly uneconomical and impracticable. 

3. Special type keyboard machines shall not be acquired except to meet 
known or anticipated requirements. 

401.04 Processing Reports of Excess. Reports of Excess, Standard Form 
120, submitted by the Personal Property Utilization Division, shall be screened 
by Stores Division personnel and a determination made as to the items and quan- 
tities which can be taken into the inventory in accordance with the criteria 
established in 401.08. If feasible, such action should be taken through joint 
discussion with Personal Property Utilization Division personnel. 

Whenever substantial quantities of a stores type item cannot be taken into 
the inventory of the local stores activity, the covering reports of excess or 
extracts thereof shall be returned to the local Personal Property Utilization Di- 
vision which will forward them to the Personal Property Utilization Division, 
Central Office. That office will, in turn, consult with the Purchase and Stores 
Division, Central Office, to arrange for national distribution; authorize excep- 
tion to the one-year limitations; authorize storage for future use; or make 
other disposition. 

401.05 Acquisition of Excess Items. 

a. Establishment of Unit Value and Issue Price. 

1. Excess Other Than Typewriters. The acquisition unit cost and issue 
prices for excess other than typewriters taken into inventory shall be com- 
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puted on the basis of the issue price of like new items. The percentage 
factors shown below shall be used in making such computations. 


[Percent] 


| Acquisition ' 
ssue price 
value Issue price 


New Standard Items 90 | 100 
New Substitute Items p 50 
Used Items—Usable ‘‘As Is’’___- 2 2! 35 
Used Items, Needing Repair, Rehabilitation, or Packaging-- 55 


Note.—The issue prices are based on recovering transportation cost 5 percent, and packaging, 
etc., 5 percent. In the case of used items, needing repair, it is assumed that the average recondition- 
ing costs will be 40 percent. 


2. Typewriters. The issue price for excess typewriters taken into inven- 
tory shall be those shown in the current Excess Typewriter Fair Value List 
issued by the Administration. The acquisition value shall be computed on 
the basis of 70% of the issue price of “as is” machines regardless of whether 
the machines are usable ‘as is” or need reconditioning. However, the 
acquisition value for all machines in the age series of “all other” shall be 
established at $1.00. 

Excample. An example of the application of the above to a type- 
writer, standard, age series 1949, using Excess Typewriter Fair Value 
List No. 3, is as follows: 

‘Transporta- 
tion and 
packaging 


Acquisition | 
value 


Recondition- 
ing 


Machines Issue price 


Usable ‘‘As is’’__- : ‘ $27. 30 $11. 70 ’ | $39. 00 
Rehabilitated , al 27. 30 11. 70 $18. 00 57. 00 


| 


Note.—lIn the case of usable ‘‘as is’’ machines the difference of $11.70 is the assumed average 


amount available for meeting transportation and packaging costs. In the case of rehabilitated 
machines, the same $11.70 is allowed for transportation and packaging and the additional $18.00 
is the assumed average amount available for reconditioning costs 


b. Inspection at Site. Wherever feasible, an examination of excess property 
to determine its general condition and suitability for further storage and issue 
should be made prior to its being ordered in by the stores activity. This action 
will reduce the movement of unusable material, and save unnecessary transporta- 
tion charges. Where possible, such examinations should be made by using 
inspectors of the Inspection Division. 

c. Preparation of Stock Replenishment Requests. A stock replenishment re- 
quest, GSA Form 355, shall be prepared and distributed in the regular manner 
for the items on each report of excess to be taken into the inventory. 

Information shown on the replenishment form shall include the report number, 
the line item, the name of the holding agency and the location of the property. 
The acquisition value computed in accordance with the percentage factors given 
in 401.05a shall also be shown on the replenishment form. In addition, the 
appropriation symbol, title, etc., shall be shown if the report indicates that 
the excess was acquired by the reporting agency by use of reimbursable funds. 

Upon completion, one copy of the replenishment request shall be attached to 
the report of excess, Standard Form 120, and transmitted to the purchase activity 
for further action. 

d. Receipt of Excess. Upon receiving excess property, including typewriters, 
ordered by the stores activity, an inspection of the property shall be made to 
determine the portion which is acceptable for issue as new property, the portion 
usable “as is,” the portion needing repair prior to issuance, and the portion 
determined to be uneconomical to repair or unusable. Determination of the 
category to be assigned shall be based on a merchandising estimate of the salabil- 
ity of the items involved, and not on technical specifications. Separate receiving 
reports shall be prepared for each category. Unrepairable items shall be 
rejected and the original copy of the receiving report shall be forwarded directly 
to the Personal Property Utilization Division for disposition. The remaining 
copies shall be given usual distribution. The stores activity should work closely 
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with the Personal Property Utilization Division to assure the prompt disposal of 
rejected items so that storage space may be cleared for use in regular operations. 
In preparing receiving reports for the remaining items, the description portion 
of the form should contain a notation as to the category of the property, i. e., 
whether New Standard, New Substitute, etc. Transportation costs must also 
be shown on the receiving report so that it may be included in the cost of the 
item or items received. In addition, upon inspection of excess typewriters, those 
machines which have been determined to be usable “as is’ and the portion 
needing repair prior to issuance shall be: : 

1. Assigned a Stock Number. Instructions for assigning stock numbers 
to excess typewriters are given in Exhibit 4, Appendix B. 

2. Tagged. Prepare and attach a cardboard tag to each machine. On 
this tag the stock number, condition, manufacturer’s name and serial num- 
ber of the machine shall be recorded. 

All receiving reports covering excess property to be taken into inventory shall 
be stamped prominently EXCESS. 

e. Computation of Cost. The cost of excess items taken into the inventory 
for redistribution shall be computed in the inventory management activity as 
follows: 

1. By using the pertinent percentage factor given in 401.05a, determine 
the acquisition value of each item listed on the receiving report. 

2. From the transportation weight and rate data shown on the receiving 
report, compute the pro rata amount of transportation cost to be applied to 
each item in computing its average cost price. 

3. From the purchase order covering any packaging contracted for, com- 
pute the unit packaging costs and include as a unit cost element on the 
receiving report. 

4. In connection with items requiring repair or reconditioning, the actual 
unit cost of repairs shall also become a part of the unit cost price in accord- 
ance with instructions hereinafter. 

f. Adjustment of Acquisition Values. Occasionally, it may be found necessary 
to change the acquisition value of excess items after having taken them into 
inventory. This may result from improper determination of the condition of 
the items. Example: Items acquired for issue “as is’ which are later deter- 
mined to require reconditioning, or items acquired for reconditioning and later 
found to be uneconomical to repair. Such cases shall be covered by preparation 
of an amended receiving report distinctively marked “Adjustment” and suitably 
referenced to the original receiving report covering the acquisition of the prop- 
erty. The receiving report shall show the original value, the revised value and 
the amount of the adjustment made in the acquisition value. 

g. Adjustment of Issue Price. It may be necessary, because of unusual cir- 
cumstances, to permit issue at reduced prices of certain excess items taken into 
the inventory. Such reduced prices shall not apply to the entire stock of an 
excess item but shall be limited to a particular issue transaction. In each in- 
stance, an appropriate official shall be designated to approve the reduction in 
issue price. 

Reduction in issue price may be justified in those instances when excess items 
are not being adequately utilized by Federal agencies due to the condition of 
the item or when reductions in the market price for similar new items result in 
the issue price being too high to effect utilization. 

Allowances made pursuant to this paragraph shall be documented on the 
covering invoice by indicating in the body of the invoice the amount of the allow- 
ance and by entering in the Mdse. Total block the net issue amount. In order 
to insure proper accounting treatment of this type of transaction, the amount of 
allowances representing adjustment of issue prices should be underscored with 
red pencil on the Regional Comptroller’s copies of invoices. 

401.06 Recording Acquisitions of Excess Property. 

a. Accounting Class. An accounting class designated BD has been established 
in order that accounting and inventory control information may be accumulated 
and also to keep abnormal gross margins from distorting the results of opera- 
tions in the regular classes, All excess personal property, including type- 
writers, accepted for redistribution through GSA stores shall be considered as 
Class E items. 

b. Stock Records. A separate stock record card shall be established for each 
item of excess personal property, including typewriters, taken into the inventory. 
In the case of New Standard Items, physical stocks shall be merged with those 
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acquired from other sources even though separate stock records are maintained. 

In the case of items requiring reconditioning, two stock record cards shall be 
established. One headed po Nor Issue shall be set up at the time the item is 
received and shall show the quantity received and the unit acquisition cost price 
which shall include transportation cost. The second stock record card shall be 
headed REPAIRED—READY FOR ISSUE, and shall contain a record of receipts (received 
from the repair facility), and the total unit cost price which is comprised of the 
unit cost price of the unrepaired item plus the rehabilitation cost. The stock 
on hand as reflected on the po Nor Issue card shall be reduced by the quantity 
transferred to the REPAIRED card. 

Stock numbers assigned to excess items shall be suffixed in accordance with the 
instructions given in 217.00 and the number used shall be the same as the stock 
number of the regular item for which the excess is to be substituted. The stock 
card for the regular item shall be suitably cross-referenced to the excess item 
stock card. Whenever additional stocks of an excess item are acquired they 
shall be posted to existing stock records. In such cases, it may be necessary to 
recompute a new average unit cost price if the cost of the stock on hand is 
different from the cost of the newly acquired excess. 

Unit issue prices computed in accordance with the percentage factors in 
401.05a shall be posted to the stock card in the usual manner. 

Items on agency orders posted to excess stock records shall be suffixed by 
the prescribed letter designator and this suffix shall be shown when typing the 
covering invoice so that the sales accounts on this class of stock may be properly 
maintained. 

401.07 Repair or Rehabilitation of Excess. Where Federal Supply Service 
shop facilities are available for repairing or reconditioning excess, the stores 
activity shall transfer property to the shops on the basis of informal receipts. 
The stores activity shall be billed for the repair work performed in accordance 
with related accounting procedures. 

Where such shop facilities are not available, arrangements shall be made to 
contract for the necessary services involved, and excess turned over to a con- 
tractor for reconditioning shall be covered by a memorandum receipt obtained 
from the contractor. Upon receipt of the repaired property, a receiving report 
covering the services performed shall be prepared and forwarded through the 
inventoy management activity to the Office of the Regional Comptroller. 

In addition, informal receipts for excess typewriters transferred to Federal 
Supply Service shop facilities and memorandum receipts for typewriters turned 
over to a contractor shall show the stock number, manufacturer’s name and 
serial number of the machine. 

401.08 Processing Agency Orders for Typewriters. Agency orders for type- 
writers shall be checked against available stocks to determine whether they 
can be filled. Reasonable substitution in filling orders may be made. Orders 
which can be filled from stores stocks shall be processed in the same manner 
as orders for other stock items. Orders for typewriters which cannot be filled 
from stores stocks shall be so marked and forwarded to the Personal Property 
Utilization Division. 

401.09 Reporting Activity in Class FB. Stock activity in Class FE shall be 
shown in the appropriate line of GSA Form 141, Monthly Stock Activity Reports, 
Reports Control Symbol FSS-37 (Exhibit 9, Appendix A). In addition, the 
information required by Section B of GSA Form 380, Utilization and Inventory 
Report of Excess Typewriters (Exhibit 47, Appendix A). shall be furnished 
the regional Personal Property Utilization Division as of the end of each 
calendar month. 


ENcrLosure No. 2 
GS 5-38 301.01 


SCREENING OF EXcEsSs 





Part 3 
SECTION 301.00—GENERAL 


301.01 Scope.—This part pertains to the methods of disseminating informa- 
tion concerning the availability of excess property. Actions to circularize or 
otherwise offer excess property to other agencies shall be timed to be completed 
prior to the automatic release date. 

301.02 Contacts.—Other agencies in the region should be communicated with 
by personal contact or through submission of lists of selected items of excess 
personal property where the property is of such type as is normally acquired 
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by an agency. Personal contacts should be used to the maximum extent feasible. is re 
301.03 Screening facilities —Facilities shall be provided in the regional office | 
for other agencies to screen reports of excess or other data on available prop- full t 
erty for the purpose of transfer for utilization or for donation as surplus. Agen- . or Or 
cies should also be encouraged to keep the regional office informed of those items tions 
for which they have a need. ine ¢ 
301.04 Department of Defense screening.—The Department of Defense shall b 5 
have a 45-day screening period for those items referred to them by GSA in ecol 
accordance with 201.03b. make 
301.05 Central office assistance.—In order that special attention may be given vance 
to: excess of high dollar value; or items which are of such volume that they we k1 
may be beyond the foreseeable capacity of the region or contiguous regions to I 
absorb; all reports of excess having an acquisition cost of $100,000 or more n 
shall, upon receipt by the regional office, be referred to the Personal Property prop 
Utilization Division, central office. The referral to the central office shall not chase 
be construed to affect further normal utilization action being taken by the reple 
regional office. other 
The central office will give special attention to the referrals by making ar- 
rangements for national redistribution through stores activities, obtaining exces 
exceptions to regional stores inventory limitations, developing interest through Mr 
liaison with the national headquarters offices of various agencies, granting Mr 
authorization for storage for future use, or other special handling. The cen- Mr 
tral office will keep the regional office informed at all times of whatever action 
is being taken in order to avoid duplication of effort. Mr 
In addition, the Regional Personal Property Utilization Division shall be adval 
particularly alert to identify large quantities of usable excess items under Mr 
$100,000 which may present special problems requiring central office assistance tiona’ 
so that all areas of possible utilization may be covered. he ( ' 
The available items and quantities of such property and the circumstances the 
shall be reported promptly to the Personal Property Utilization Division, cen- su yp] 
tral office, prior to the automatic release date. When these cases are referred fr 
to the central office for assistance, any further utilization action contemplated GSA 
by the regional office shall be made known to the central office immediately in 
order to avoid duplication of effort. ture. 
prech 


Mr. Liescoms. Mr. Chairman, may I ask a question ? have: 

Mr. Howtrievp. Yes. Mr 

Mr. Lirscoms. When you gentlemen talk about improvements that Mr 
can be made in the Defense Department, are you talking from theory dhnais 
or are you familiar enough with their practices and all their prob- No’ 
aaa to male a flat statement that it would improve the Department of renee 
Defense ¢ 

Mr. Tuomas. We are talking from considerable experience, not pet 
only Public Law 152 but other property programs that we have oper- itbed 
ated with them. We 

Mr. Mansure. Of course we are making these statements from our ment 
standpoint insofar as our phase of the operation comes in contact with retiri: 
Defense, but not from the standpoint of Defense itself. That is what ice, C: 
we are talking about in these specific items of discussion. out of 

Mr. Liescoms. Well, is it a question somewhat of judgment between cabine 
the people that are in charge of the program in the Department of vet ab 
Defense and your judgment in GSA as to what is wrong and what is stop ‘ 
right in the Department of Defense ? affect 

Mr. Mansure. Well cabine 

Mr. Lirscoms. You mentioned here by bringing these things to- direct 
gether we will improve the program. Well, now, have you considered author 
all of the problems of different bases and the distribution point that agenci 
= pave and all the rest of these things, or are you just talking from Mr. 
theory £ 

Mr. Turriz. No, sir. We would like to say this: That as Mr. [to ue 
Thomas touched upon, presently under the law, each executive agency Mr. 
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is responsible for its own internal property management including 
full use of its property, including transfers from one bureau to another 
or one military service to another. However, in our day-to-day rela- 
tions with the Department of Defense on the governmentwide screen- 
ing of excess we, of a necessity, deal with Defense at all levels, and 
become very familiar with the problems that they do have and we 
make therefore this comment that we feel there would be a great ad- 
vancement. Our feeling is based upon that experience and because 
we know what is being done in other agencies, including GSA. 

In the 10 regional offices of GSA at the present time—our excess 
property people, what we call our utilization people—do screen pur- 
chase orders, submitted by other agencies. We screen GSA stores 
replenishment requisitions against these available excess lists. In 
other words, we try constantly to match procurement against available 
excess. 

Mr. Batwan. The military too? 

Mr. Tutti. No, sir; this is GSA in its own regional offices. 

Mr. Batwan. Right. 

Mr. Turrir. That is why we feel that this would be a very large 
advancement. 

Mr. Mansure did mention that unquestionably it would be revolu- 
tionary in Defense for such an approach to be made. It would, as 
the Commission report indicates, mean a drastic change in the present 
supply control system throughout all three of the services. 

fr. Tuomas. There is a point to illustrate. On office furniture 
GSA screens every purchase order for the procurement of office furni- 
ture. In the first 9 months of this fiscal year by that screening we have 
precluded the purchase of over 30,000 pieces of office furniture and 
have substituted excess for new procurement. 

Mr. Hotrrrerp. In civilian agencies? 

Mr. Tuomas. And in military, which orders its office furniture 
through GSA. 

Now, I know the thought, I believe, that probably that would be 
running through your mind and I think to illustrate I will point it 
out this way: How does this all happen? How did it come about? 
And if it can be done on one item and one type of property, why can’t 
it be done on all ? 

We feel it can be done on a majority of items. Our records manage- 
ment service in GSA has a retirement program going where they are 
retiring the records of the Veterans’ Administration, Selective Serv- 
ice, Civil Service, and so forth. As those records are retired and taken 
out of file cabinets, into our records depositories, we then have excess 
cabinets. Those cabinets are reported to us and it is estimated we will 
get about 40,000 this year from these sources. We have already issued 
stop orders on new procurement throughout GSA which will also 
affect the military because we buy furniture for the military. As these 
cabinets become available in various parts of the country, the regional 
director and the deputy director of the Federal Supply Service are 
authorized to stop new procurement in that area for all Government 
agencies and use these excess cabinets instead. 

Mr. Hoxtrrerp. In line with this 

Mr. Lrescoms. I understand; you don’t have to explain that system 
to me. 

Mr. Tuomas. Yes. 
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Mr. Lipscoms. In fact, when you get this microphone you might be 
able to save more cabinets. 

Mr. Houirretp. Along the same line, in the Commission’s report 
it says: 

The success of utilization efforts depends in large part upon the quality of 
screening. Our task force noted that during fiscal 1954, the General Services 
Administration, in checking lists of excess property, supposedly screened for 
military use, subsequently located a military customer and effected the transfer 
of $15 million worth of property to armed services’ units. For instance, General 
Services Administration found that $450,000 worth of jet engines from the Naval 
Supply Depot at Mechanicsburg, Pa., was of use to the Office of Naval Research. 
In a similar case, General Services Administration action resulted in the trans- 
fer of $200,000 worth of Marine engines from the Army Transportation Corps to 
the Army Engineers after the Army had overlooked the opportunity for further 
utilization of this property. The return from such items, if sold as surplus, 
would have been a fraction of their acquisition cost. Such instances indicate 
the need for more careful preparation and use of excess property listings and 
and more aggressive scrutiny of such lists by agencies in need of supplies. 


This bears up your point that even though they had apparently 
screened in their own agency, they did not doa aad job of it and you 
called it to their attention and saved the Government that much money. 

Mr. Lirscoms. Mr. Chairman, does GSA know what year these 
instances occurred ? 

Mr. Mansvre. The one that was just cited there? 

Mr. Lipscoms. Yes, sir. 

Mr. Tuomas. Yes, we can locate that information. 

Mr. Exiorr. It states that it is fiscal year 1954, 

Mr. Tuomas. One of the most productive markets that we have 
found for the outlet for property which is reported excess is the user. 
It is not the procurement officer. The procurement officer is sitting 
there trying to do his job and perform a service. If a document comes 
over his desk and orders 15 new widgits, he is going to go out on the 
market and buy widgits. But if we get together with the user of those 
widgits, our chances of making a sale, so to speak, are greatly enhanced. 
He should be willing to accept it, and it is upon the user that our utili- 
zation men concentrate. 

Mr. Mansvre. I want to give one example, because I want to clear 
up a little bit of a misunderstanding here. We cannot sit in our opera- 
tion in GSA and not know about the various problems of various 
branches of the services, whether what they are doing is right or wrong, 
but here is what can be done: We conduct a nickel expansion program 
in Cuba, involving expenditures of many millions of dollars now. By 
the coordination between our procurement division and our utilization 
group we have gotten, I think, more than a million and a quarter dol- 
lars of usable excess property. 

Mr. Tuomas. A million and a half. 

Mr. Mansore. A million and a half already of everything from 
shovels to cranes to cables to any kind of excess equipment that you 
can think of, from all over the country, is being sent down there in- 
stead of buying new property. That is what I had in mind. By the 
coordination of procurement and the available excess, Now, if we did 
not put that together we would have just gone off and bought this stuff. 
You say why? Well, that is just the way they do. When a person is 
buying, they just go ahead and buy. But we don’t let our contractors 
in Cuba do that. We try to see first if we can buy these things before 
they purchase. 
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National Lead is our contractor on the operation, but still we keep 
that under control. In addition, we have two construction companies 
that are doing the construction, but before they can buy we find out 
whether there is any usable excess available to meet their needs. 

Mr. Hoxrrretp. We will have recommendation No. 6 printed at 
this point in the record because it is pertinent to this whole discussion. 

( Resenumbendatecn No. 6 is as follows:) 

(a) That the Department of Defense make it mandatory for each supply and 
inventory control point to check its counterpart in the other military services 
prior to new procurement, particularly of common-use items, where the amount 
of the purchase exceeds a fixed sum (varying for different classes of items), 
to ascertain whether excess or material in long supply is available for transfer. 

(b) That the above procedure be made effective immediately on items which 
are really identifiable by common terminology, and be coordinated with the 
Federal catalog program on more technical or hard-to-identify items. 

(c) That when progress in the Federal catalog program permits, the Presi- 
dent direct a governmentwide review of supply programs and procedures for 
the purpose of developing a system requiring that each Government agency 
check its proposed procurement against excess supplies in all other agencies. 

Mr. Ecuart. Mr. Thomas, I understand they circulate to the agen- 
cies that may have a need for that property. It is conceivable that the 
first or second day they are in the mail, that one agency can request 
item X and MRD makes an arrangement to transfer that and it is 
crossed off the scat sheet. Now, I don’t understand how it is proposed 
to eliminate other agencies coming in after that date and also asking 
that by keeping them advised. 

Mr. Tuomas. Well, the answer to it is merely this: That as of to- 
day’s date, May 21, well, a little further back, but the official day is 
when this new system goes into effect I spoke of—copies of the mili- 
tary reports of excess will be lined out. Those items will be lined out 
that the military will take, and we will get a net document. We will 
not get a full written document. 

In other words, if there is any requirement that has come up within 
MRD or any of the services before that document flows out to our 
regional office, it will be a firm excess list. 

Mr. Ecuart. It will just go on GSA—just civilian agencies? 

Mr. Exxiorr. Yes. 

Mr. Ecnart. That answers my question. You have not figured out 
any way whereby you can eradicate this unnecessary work being done 
on military where on a hard-to-get item possibly 20 or 30 installations 
all go through the paperwork of getting it and then find out, after 
requisition has reached MRD, that there no longer are any available? 

Mr. Tuomas. This is not a problem with GSA. I can see in MRD, 
where full reliance is placed on formal circularization, that there could 
be a problem. Waiting until a certain date for each excess report 
should take care of it, though. 

Mr. Horirteip. Nationwide declaration of one commodity class at 
one time would bring the knowledge into one place, possibly would 
be as good as any. 

_Mr. Batwan. Before you go on to the next point, I notice you men- 
tioned the Federal supply commodity classes. Are those the same as 
the Federal classes? Are those the same classes that are used in the 


Federal catalog program! 
Mr. Turrte. Yes; they are. 
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Mr. Hortrretp. Now, we come to the very important matter of this 
reimbursable and nonreimbursable stock fund, revolving fund method 
of transfer of goods and the recommendation says: 

That the President direct the Bureau of the Budget, in cooperation with the 
General Services Administration and the Department of Defense, to undertake 
a review of stock fund, fair value, and al other factors relating to reim- 
bursement and pricing procedures in connection with the transfer of excess 
property with a view to recommending changes in legislation or procedures 
which will facilitate transfers and promote greater utilization of excess prop- 
erty within the Government. 

Over on the previous page, page 31, you have a table there which 
shows that in 1952 $32.8 million were transferred without reimburse- 
ment and only $600,000 were with reimbursement. In 1953 $46.4 mil- 
lion without reimbursement and $900,000 with reimbursement. 

In 1954, the first 9 months, $43.4 million without reimbursement and 
$1 million with reimbursement. So it shows how much transferring 
is being done without reimbursement. 

Now the question that I want to ask and to point out. 

Mr. McCormack. That saves the taxpayers’ money. 

Mr. Howirretp. That is right, and I am heartily in favor of it. I 
think we should have more utilization and less disposal, and this is 
the important part of this study. It is that we get proper utilization 
first before we even think about disposal, and that is why recommen- 
dation No. 7 was put in there, because we know that there is a resist- 
ance on the part of some agencies, particularly in the Defense Depart- 
ment, from making these transfers without reimbursement, and it 
is this point that we would like to have some testimony on. 

Do you find it that way ? 

Mr. Tuomas. If I may, Mr. Tuttle has made quite a study in this 
area, and I would like to have him lead right off. 

Mr. Houitrievp. Mr. Tuttle ? 

Mr. Turrie. Mr. Chairman, we feel in GSA that it is very impo. - 
tant that if there is going to be reimbursement at all, that there be 
some simple set of percentages in use throughout Government for 
transferring excess property. We also feel 

Mr. Batwan. Percentages of what ? 

Mr. Turrie. Percentages of acquisition costs used to establish prices 
for transferring excess between Federal agencies. One of the main 
points made in this Hoover Commission report on No. 7 is that there 
should be a price perhaps worked out on a negotiated basis between 
the transferee agency and the transferor agency. This would really 
bog down the program. 

Mr. Batwan. Now, within the Department of Defense, there is no 
such reimbursement, is there ? 

Mr. Turrie. In may cases, yes. There are several arrangements in 
operation within the Department of Defense, depending upon the 
original funding of the property. 

Mr. Batwan. If the Ordnance Corps has something excess, they can 
transfer to the Chemical Corps without reimbursement ? 

Mr. Turrie. They can, unless it is stock fund property. 

Mr. Batwan. Unless it is stock fund property ? 

Mr. Turrie. That is correct. But we were addressing ourselves 
to transfers between executive agencies in the Government. 
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Mr. Bauway. If I may just labor the point while you are discussing 
this, your statement begins with the : assumption that there be such a 
table of reimbursement. costs, rather than go into a discussion as to 
whether or not we shall have reimbursement. 

In other words, you are assuming that there shall be reimbursement 
and that we ought to figure out a table of percentages rather than go 
into the basic discussion as to whether or not there shall be a reim- 
bursement procedure. 

Mr. Turrie. Well, sir, there has been for the last 4 years a table 
of percentages used to determine the transfer price. 

Mr. Batwan. We have those listed on page 31 at the bottom here. 

Mr. Turrie. Now, in addition to the use of these tables of per- 
centages, however, GSA has been using certain provisions whereby 
transfers may be made without reimbursement, and that accounts for 
the table that you see on page 31. 

Those cases are very simply ones where an agency has an approved 
program, has a legitimate requirement for property, but certifies that 
it has no funds available. In that case GSA will approve a transfer 
without any exchange of funds. The second circumstance where we 
allow the transfer without reimbursement is in a case where an agency 
needs that property to upgrade old equipment that it already has in 
use and promises to let go of the old item and take in this better one. 
These were worked out with the Bureau of the Budget as required by 
section 202 of the Federal Property Act. 

Mr. Batwan. That is only in selected cases where you allow such 
exceptions from reimbursement ? 

With respect to the general policy of reimbursement at all previous 
nonreimbursement, w hat studies hav e you made? And then, assum- 
ing that you decide reimbusement is nec essary, I can see where you 
have to set up certain conditions where you permit exceptions from 
the reimbursement and have to go into also a scale of percentages. 

Mr. Turtir. Right. Well, back before 1949, there was a long 
period where no reimbursement was required anywhere in the Gov- 
ernment for transfer of excess. The results were pretty fair, but under 
the provisions of the present act, we had to limit the cases where there 
would be no reimbursement. We feel that you enhance utilization ff 
you have a governmentwide ground rule of no reimbursement. 

Mr. Batwan. That is the question I was asking, Mr. Holifield. 

Mr. Horirterp. I am sorry, I was speaking to Mr. McCormack. 

Mr. Batwan. May I repeat my question ? 

Mr. Houtrrerp. Yes. 

You needn’t take this down. 

(The question and answer were repeated by Mr. Balwan.) 

Mr. HorrFrevp. I want to call your attention right at this time to 
some of the language in the Commission’s report which is as follows: 

Many persons believe that greater utilization of excess property by Govern- 
ment agencies would be effected if the reimbursements requirement were elimi- 
nated altogether. They point out that reimbursement is at best an internal 
hookkeeping operation since the funds for original purchase of the items already 
were expended, 

And I think this subcommittee, as far as I know, is in favor of that 
philosophy. 


64721-—56é-——-8 
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Now, to be fair, we put the other philosophy in: 


On the other hand, there is a belief that acquisition of excess items without 
charge will induce hoarding of unneeded supplies or supplies in quantities not 
contemplated in agency appropriations. 


And this we recognize as a philosophy among some of the agencies, 
and this is the thing that we want to overcome, if possible, to keep 
them from hoarding their supplies, when they are not needed, and to 
get them into the stream of utilization. 

Mr. Tuomas. Right. 

Mr. Exxiorr. On the last point, Mr. Chairman, the answer is it 
seems to me, the answer to all overbuying and overstocking is, first, 
realistic determination of requirements; and, second, the establish- 
ment of and adherence to inventory levels. If you have rigid in- 
ventory levels, at least inventory levels that are rigidly adhered to, it 
seems to me that is a complete block to any pack-ratting, because even 
without reimbursement, they would then not be able to acquire excess 
stock beyond the inventory level. 

Mr. Batwan. Is this a valid assumption, then, that the reimburse- 
ment device can reduce hoarding ¢ 

Mr. Tuomas. We would not say so, sir. 

Mr. Batwan. If you have reimbursement that implies that there is 
one philosophy which says that if you charge, you will reduce hoard- 
ing. 

Mr. Houtrrerp. No. 

Mr. Exxiorr. It says if you don’t charge, you will encourage it. 

Mr. McCormack. Well, the evidence on page 31 certainly points to 
the contrary. The evidence shows that without reimbursement in 1952 
there were $32.8 and with reimbursement, $600,000. That evidence is 
very overwhelming. 

Mr. Houirtetp. This proves utilization. 

Mr. McCormack. What about transfer, now, you are talking about 
utilization. Transfer and utilization are not synonymous, are they? 

Mr. Tutrie. We have been using them as synonyms in this discus- 
sion. 

Mr. Exxiorr. Well, Mr. McCormack, I was just suggesting that the 
reimbursement is, at best, a rather sketchy means of preventing hoard- 
ing; that the sound means of preventing hoarding is the establish- 
ment and maintenance of inventory levels. 

Mr. Ho.trtevp. I agree with you, but the original requirement for 
reimbursement by one agency of another would tend to increase hoard- 
ing of the holding agency because the second agency would be loathe 
to take the material on an owning agency ; they would rather go out 
and spend their appropriations on the market. 

Mr. Turrie. Or worse, Mr. Chairman, the disposal of property 
which is needed somewhere in the Government, but for which some 
agency needing it does not have the money to buy it. 

Mr. Hourrrerp. That is right. 

Mr. McCormack. Then somewhere there has got to go the author- 
ity for someone to determine whether the receiving agency needs it or 
wines they are getting something for nothing—stocking up. 

Mr. Exxiorr. Well, there again my suggestion was the matter of 
establishment of inventory levels, for which there is presently author- 
ity in GSA to establish inventory levels with the cooperation of the 
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operating agency. In other words, it is a joint proposition. We can’t 
do it against their will. Now, we haven’t done all that we should in 
going into making surveys in other agencies and to help them estab- 
lish inventory levels for the same reason that we brought up this morn- 
ing We haven’t had the money. 

Mr 


. Mansure. But we have been doing it insofar as we have the 
money. 


Mr. Batwan. And the discussion which goes on in your study of de- 
termining a better percentage price structure for reimbursement really 
rests on the assumption that you might have to have reimbursement, 
and if you have, you have got to improve that structure. 

Mr. Exxiorr. That is correct. 


Mr. Turrie. And to aline the formula a little more closely to market 
values, since it is not sensible to ask an agency to pay 50 percent of 
original cost for certain excess property, it would only bring 10 per- 
cent on the open market as surplus. 


Mr. Batwan. Which doesn’t necessarily mean that you agree with 
the assumption that there ought to be a reimbursement pattern. 


Mr. Turrie. Correct; and so it is a constant process to keep the pat- 
tern simple. 


(Comments on recommendation No. 7 follow :) 


COMMENTS ON RECOMMENDATION NO. 7 OF THE HOOVER COMMISSION REPORT 
ON SURPLUS PROPERTY 


GSA concurs in the objectives of this recommendation which are to facilitate 
transfers and promote greater utilization of excess personal property in Govern- 
ment. 

The subcommittee has specifically asked the opinion of GSA concerning the 
efficacy of establishing one governmentwide rule that all transfers of excess per- 
sonal property be made without reimbursement. GSA believes that if a govern- 
mentwide rule were established that all transfers of excess personal property 
were to be made without reimbursement, such a measure would substantially in- 
crease the dollar value of transfers of excess personal property for further utili- 
zation within the Federal Government, and bring with it greater savings to the 
Government as a whole. 

The principal problem in the utilization area is the matter of educating Govern- 
ment agencies to consider available excess personal property as the first source 
of supply. Eliminating the present fair value requirements would provide greater 
administrative simplicity, thereby making excess personal property more attrac- 
tive to agencies. 

The fear expressed in some quarters that the measure would make it too easy 
to acquire excess personal property, thereby causing overstocking or “pack- 
ratting” is felt to be without foundation. GSA regularly conducts inventory 
management surveys in civilian agencies. To date there has been little evidence 
found of unwise acquisition of excess personal property. Such surveys as well as 
GSA’s continuing inventory level surveillance, can provide an effective check for 
nondefense agencies. In the Department of Defense, the emphasis should be to 
increase the receptiveness to the use of excess. 

Another argument advanced against the measure, is, of course, the one of “un- 
due augmentation” of agencies’ appropriations. GSA reports quarterly to the 
Bureau of the Budget on excess transfers involving property having significant 
dollar value ($50,000 of acquisition cost or more). In addition, the Bureau staff 
and GSA often coordinate in arranging economy producing transfers between 
agencies. 

If all transfers of excess personal property were made without reimbursement, 
the Bureau would appear to be in a better position not only to employ a fairly 
uniform allowance for excess against agencies’ fund requests, but actually stimu- 
late agencies’ interest and incentive in acquiring usable excess needed in pur- 
suance of their program. 

For the most part, when an agency has determined personal property to be 
excess, its first interest lies in getting rid of it. No one agency of Government 
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is particularly interested in whether another agency obtains excess personal 
property and efforts made to find utilization are not appreciated if they slow 
down the disposal process. This is understandable. GSA alone has the respon- 
sibility for Government-wide utilization assigned to it by the Congress which 
knew at the time of enactment that the task of a centralized services agency 
would not be easy. If this underlying fact is understood, it is easier to see why 
some agencies will press the point of view that all transfers of excess be at fair 
value, or at some price agreed upon between “buyer and seller.” 

As to stock fund property, we subscribe to and endorse the Commission’s state- 
ment that the stock fund advantages must not overshadow or adversely affect the 
possibilities of greater utilization of excess property by transfers without reim- 
bursement. 

GSA in April 1955, clarified its regulations to make clear that excess stock 
fund property is available for transfer under the same reimbursement rules as 
other excess property. This has not as yet been implemented by the DOD and 
in view of the resistance shown, it is not known when compliance by DOD will 
begin. Utilization is now being lost as a result. 

GSA feels that the advantages claimed for stock fund operation can be attained 
without operating them in a manner to preclude the nonreimbursed transfer for 
further use of excess property no longer needed by the fund nor required to be 
replaced by expenditures of stock fund cash. 

The following should bring the whole matter into better perspective and help 
in determining where the best interests of the Government and the taxpayer lie. 

If $50 million (acquisition cost) of excess stock fund property of the Depart- 
ment of Defense were transferred to other agencies without reinbursement in the 
next fiscal year, the loss to the funds would be equivalent to the sales return if 
sold as surplus. Assuming, liberally, that the return would be 20 percent, the 
loss would be $10 million. 

If the $50 million of excess were sold as surplus, the $10 million cash would 
probably be drained off by the Appropriations Committee along with hundreds of 
millions of dollars of additional surplus cash at the end of the fiscal year, as has 
been done in the last several years. 

The value to other agencies of the property would be conservatively some- 
where between 50 and 100 percent of original cost. The loss to the Government 
therefore, if the property were sold as surplus, wou!d be substantial—a minimum 
of $15 million and a maximum of $40 million. 

Even if DOD stock funds someday 1each a stabilized point where, as is hoped, 
excess inventories acquired with appropriated funds are no longer capitalized, 
the situation would not be altered. It would still be much more economical for 
the Government as a whole to get the 50 to 100 percent value out of Defense 
Department excess through nonreimbursable utilization transfers, and require 
the Defense Department to ask the Congress for funds to make up the loss to 
stock funds accruing through not being able to sell the property as surplus. 

In the interest of promoting better utilization of excess property within the 
Federal system, it is believed that some changes in the existing provisions of the 
Federal Property and Administrative Services Act of 1949 are desirable. Such 
changes are primarily in the matter of clarifying provisions, such as a provision 
which will insure that excess stock fund property will be available for transfer 
among Government agencies within the overall utilization program. These 
changes in the form of legislative proposals will be prepared and submitted to 
the subcommittee in conjunction with the other proposals for legislation which 
the subcommittee has requested. 


Mr. Horirretp. Now, we are coming to section 3 of the report, the 
Donation of Surplus for Educational and Health Purposes. and recom- 
mendation No. 8, and I am going to turn this whole section to Mr. 
McCormack and his staff assistant, Mr. Ray Ward, because I feel that 
they are the two most qualified persons here today to take over the 
questions on this point. 

Mr. McCormack. Well, of course, H. R. 3322, that you are all 
acquainted with, has passed the Senate and there are several appar- 
ently minor amendments to it. I have to call the subcommittee to- 
gether just to go over them and see whether it is necessary to go to 
conference or agreeing to the Senate amendments. 
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In the Senate amendments, nothing seems to be very fatal to the 
business, is that correct ? 

Mr. Warp. That is right. 

Mr. McCormack. There is just one amendment that concerns me 
that I want to look into, but that would not be particularly helpful. 
but I think that 3322 pretty well takes care of the situation, partic- 
ularly having in mind the regulations that were recently issued by the 
General Services, is that right ? 

Mr. Warp. Right. 

Mr. McCormack. And furthermore there is a very fine cooperative 
spirit on the part of the Department of Health, Education, and Wel- 
fare,andsoforth. Isthat right? 

Mr. Warp. They are working on regulations today. 

Mr. McCormack. And you would say there isn’t much necessity and 
we won’t be taking up the time of the subcommittee at this time to 
go into that field, because I think 3322 meets the problem about as 
well as we can now, and of course everything we do out of it may 
grow some other problem—that is human life where problems arise— 
but that is something for the future. I have no questions to ask 
because of that reason, unless Mr. Mansure or any of his associates 
have. 

Mr. Hortrrevp. Well, I would like to have recommendation No. 8 
printed at this point in the record. 

(Taceaniienaetinn No. 8 isas follows :) 

That the Department of Health, Education, and Welfare strengthen its current 
administration of the donation program by: 

(a) Changing the application for surplus property form to require the stage 
surplus property agency, or the recipient institutions, to certify that within a 
reasonable time there will be need for the Federal surplus personal property 
listed on such applications. 

(b) Requiring regional office staffs to give closer attention to applications to 
ivsure that the requested transfer of property complies with the policy of the 


Congress as expressed in the law; that the property is needed for educational 
or public health purposes; and that it will be used for such purpose. 

(c) Conducting periodic surveys of property in warehouses maintained by 
the State surplus property agencies, to determine the nature, quantity, and date 
of acquisition of the inventory and to recapture for Federal agency utilization 


or disposal those items not needed or not directly related to education or public 
health purposes. 
(d) Vesting immediate title to transfered personal property (except leased 


property) in the recipient institution for designated classes of property or 
amounts under $2,500 to minimize the need for expensive recordkeeping and 
followup investigations. 

Mr. Horirtetp. And I will say this before you speak, sir, that the 
original task force study on this as it came to the Commission re- 
quired a 50-percent payment on the part of the receiving agency for 
all excess used in this field. I was successful in presenting the case 
strongly enough that finally the rest of the Commission agreed to 
go along with this recommendation in No. 8, which is substantially in 
my mind in accord with Public Law 322 and also sets up screening 
procedures and methods to make material available as called for 
under 322. 

Now, if you care to comment 

Mr. Mansure. I was just going to say that for the record GSA and 
the Bureau of the Budget and HEW and the adminstration all sup- 
ported this H. R. 3322, so we are in complete accord on it. 
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Mr. Houtrretp. Mr. Thomas has his hand up. 

Mr. Tuomas. Off the record I would like to ask one question. 

Mr. Hotirievp. Off the record, please. 

( Discussion off the record.) 

Mr. McCormack. I have a letter, May 17, which reads: 

“Disposal of real property”—this is “real.” That was the response 
to a letter that I sent. My observations were to real property, not per- 
sonal property. There may be some questions developed under that 
later on. H. R. 3322 confines itself to personal property. 

_ Hosrenma. May I question what volume these regulations are 
under ? 

Mr. Tuomas. It would not be too voluminous, just a couple of pages 
at the most. 

Mr. Hottrreip. They can be printed in the hearing record. Other- 
wise I was going to have them submitted for the files. 

(The document referred to is as follows :) 


ONCLOSURE No. 3 


TRANSMITTAL LETTER No. 1-52 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., April 7, 1955. 


BEGULATIONS OF THE GENERAL SERVICES ADMINISTRATION—TITLE 1, PERSONAL 
PROPERTY MANAGEMENT 


To: Heads of Federal Agencies. 


1. Material transmitted 


Transmitted herewith are revised subsection 102.01a.8., Chapter I; revised sub- 
section 303.03, Chapter III; new subsection 202.07, Chapter IV; and revised 
page 8 of the Table of Contents, Title 1, Personal Property Management, Regula- 
tions of the General Services Administration. 


2. Nature of revisions 


Subsection 102.01a.8., Chapter I, is revised to clarify the meaning of the term 
“Donable Property.” 

Subsection 303.03, Chapter III, is revised to clarify the application of subsec- 
tion 303.08a.4.(a) through (h) to excess property in certain management-type 
funds. 

Subsection 202.07, Chapter IV, is added to give authority to the heads of 
executive agencies to make property acquired by revolving or reimbursable funds 
available for donation. 


$. Page changes 


REMOVE INSERT 

GSA Reg. 1-I-102.01 (3-1-55). GSA Reg. 1-I-102.01 (4~7-55). 

GSA Reg. 1-I-102.01 (Contd. 2) GSA Reg. 1-I-102.01 (Contd. 2) 
(3-1-55). (4-7-55). 

GSA Reg. 1-I-102.01 (Contd. 8) GSA Reg. 1-I-102.01 (Contd. 8) 
(3-1-55). (4-7-5ip. 

GSA Reg. 1-ITI-303.01 (3-1-55). GSA Reg. 1-ITI-303.01 (4-7-55). 

GSA Reg. 1-IV-202.06 (3-1-55) GSA Reg. 1-I1V-202.06 (4-7-55) 


Table of Contents, Page 8 (3-1-55). Table of Contents, Page 8 (4-7-55). 


4. Effective date 
These revisions of the regulations shall become effective May 9, 1955. 


EDMUND F’. MANSURE, 
Administrator. 
Attachments. 
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GSA Regs. Title 1 (4-7-55) 
CHAPTER IV. DISPOSAL OF PERSONAL PROPERTY 


PART 1. GENERAL PROVISIONS 
General 

Scope 

Needs of Federal Agencies Paramount 
Responsibility of Holding Agency 

Care and Handling Pending Disposal 
Transfers for Disposal 

Strategic and Critical Materials 
Dangerous Property 

Demilitarization 

Transfer of Title to Motor Vehicles 
Federal Excise Taxes 

Antitrust Laws 

Property Controlled by Other Law 
Holding Agency Compliance Functions 
Government as Shipper 

Assistance in Major Disaster Relief 
Disposal of Certain Vessels 

Disposal of Surplus Narcotics 
Donation and Abandonment Prohibited 
Disposal by Destruction 

Disposal by Sale 


DONATION FOR EDUCATIONAL OR PUBLIC HEALTH PURPOSES, 
INCLUDING RESEARCH 

General 

Scope 

Donation to Educational and Public Health Institutions 


Responsibility of the Secretary of Health, Education, 


Welfare 
Cooperation of Holding Agencies 


Screening by the Secretary of Health, Education, and Welfare 
Determination by the Secretary of Health, Education, and 


Welfare 


Allocation by the Secretary of Health, Education, and Welfare 


Shipment by Holding Agency 

Working Capital Funds 

Donation to Service Educational Activities 
Screening by Secretary of Defense 
Donations by Secretary of Defense 


PART 3. DISPOSAL OF SURPLUS PROPERTY BY SALE 


General 

Scope 

Sales to Government Employees 

Disposal Methods and Procedures 

Competitive Bid Sales 

Negotiated Sales 

Lotting 

Inspection by Bidders 

Reviewing Authority 

Advertising 

Forms Prescribed 

Credit 

Deposits 

State and Local Governments 

Agricultural Commodities 

Disposal by Holding Agencies 

Required References to the Department of Agriculture 
Contractor Inventory 

Retention or Disposal by Contractors or Subcontractors 
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.02 Limitations 

.03 Disposals by Executive Agencies 
Section 305.00 Proceeds from Disposal 

.01 Disposition of Proceeds 
Section 306.00 Performance Reports 

.01 Submission 


PART 4. DISPOSAL OF PROPERTY BY ABANDONMENT, DESTRUCTION, OB DONATION 


Section 401.00 General 
.01 Scope 
Section 402.00 Findings Justifying Abandonment, Destruction, or Donation to 
Public Bodies 
.01 General 
.02. Reviewing Authority 
Section 403.00 Donations to Public Bodies 
.01. Authority to Donate 
.02 Disposal Costs 
Section 404.00 Abandonment or Destruction 
.01 Authority to Abandon or Destroy 
.02 Notice of Proposed Abandonment or Destruction 
.03 Abandonment or Destruction Without Notice 
Section 405.00 Disposal of Surplus Personal Property to the Territorial Gov- 
ernment of Alaska Without Reimbursement 
.01 General 


PART 5. DISPOSAL OF ABANDONED AND FORFEITED PERSONAL PROPERTY 


Section 501.00 General Provisions 
j Scope 
.02 General 
.03 Definitions 
.04 Cost of Care and Handling 


GSA Reg. 1-I-102.01 (4-7-55) 
SEcTION 102,00—-DEFINITIONS OF TERMS 


102.01 Definitions.— 

a. As used throughout this Title, the following terms have the meaning set 
forth below: 

1. Act.—The Federal Property and Administrative Services Act of 1949, as 
amended. 

2. Administration.—The General Services Administration acting by or through 
the Administrator of General Services or a designated official to whom functions 
under this Title have been delegated by the Administrator. 

3. Administrator.—The Administrator of General Services. 

4. Agricultural commodity—A product resulting from the cultivation of the 
soil or husbandry on farms and in the form customarily marketed by farmers. 

5. Combat materiel.—Arms, ammunition, and implements of war listed in the 
currently effective proclamation under the Neutrality Act, 22 U. 8S. C. 452 (i). 

6. Contractor inventory.—(a) Any property acquired by and in the possession 
of a contractor or subcontractor (including Government-furnished property) un- 
der a contract pursuant to the terms of which title is vested in the Government, 
and in excess of the amounts needed to complete full performance under the en- 
tire contract; and (b) any property which the Government is obligated or has 
the option to take over under any type of contract as a result either of any 
changes in the specifications or plans thereunder or of the termination of such 
contract (or subcontract thereunder), prior to completion of the work, for the 
convenience or at the option of the Government. 

7. Cotton or woolen goods.—Any textile, article, or product resulting from the 
processing or manufacturing, in whole or in major part, of cotton or wool 

8. Donable property.—Surplus equipment, materials, books, or other supplies 
under the control of any executive agency (including surplus property in working 
capital funds established pursuant, to section 405 of the National Security Act of 
1947, as amended, or in similar management-type funds) except: 

(a) Such property as may be specified from time to time by the Adminis- 
trator; 
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(b) Surplus agricultural commodities, food, and cotton or woolen goods 
determined from time to time by the Secretary of Agriculture to be commodi- 
ties requiring special handling in order to assist him in carrying out his 
responsibilities with respect to price support or stabilizaton ; 

(c) Property in the custody of an agency or an organizational unit thereof 
which is subject to the Government Corporation Control Act (59 Stat. 597; 
$1°U. BS. ©. Gal); 

(d) Property in trust funds. 

9. Fducational institution—Any tax-supported school system, school, college, 
and university, any other nonprofit school, college, and university which has 
been held exempt from taxation under section 101 (6) of the Internal Revenue 
Code and any State department of education or other State agency designated by 
State law to receive property for and distribute it to such tax-supported and 
nonprofit school systems, schools, colleges, and universities within the State. 

10. Excess personal property.—Any personal property under the control of any 
Federal agency which is not required for its needs and the discharge of its respon- 
sibilities, as determined by the head thereof. 

11. Brecutive agency.—Any executive department or independent establishment 
in the executive branch of the Government including any wholly owned Govern- 
ment corporation. 

12. Federal agency.—Any executive agency or any establishment in the legis- 
lative or judicial branch of the Government (except the Senate, the House of 
Representatives, and the Architect of the Capitol and any activities under his 
direction). 

13. Holding agency.—The executive agency which has accountability for the 
property involved. 

14. Inspection.—The critical examination of material to verify quantity, deter- 
mine condition, or to compare actual characteristics with those given in applicable 
specifications. ‘The term includes laboratory analyses and other technical testing 
operations which may be required. The term is used in a similar sense with 
respect to services performed and other stipulated performances in general. 

15. Inspection interchange agreement.—An agreement between two or more 
agencies specifying the extent to which one or more agencies will perform inspec- 
tion of material for one or more agencies. 

16. Intangible personal property.—Includes but is not limited to such classes 
of personal property as patents, patent rights, processes, techniques, inventions, 
and copyrights, except as, in a given case or class of cases, may be excluded by 
the Administrator. 

17. Materiel.—All items necessary for the equipment, maintenance, operation, 
and support of Governmental activities without distinction as to use for admin- 
istrative or operational purposes. 

18. Marvimum gross vehicle weight rating (also referred to as GVW).—The 
greatest weight of vehicle and load which the manufacturer authorizes and 
guarantees the vehicle to accommodate with safety under normal conditions of 
operation. This rating involves the combined weights of chassis (complete with 
lubricant, water, and full tank or tanks of fuel), cab special equipment, body 
and body content (commonly called payload), when equipped with tires of the 
carrying capacity recommended by the manufacturer and in accordance with 
the rated carrying capacity recommended by the Tire and Rim Association. 

19. Motor vehicle-—Any vehicle, self-propelled or drawn by mechanical power, 
designed to be principally operated on the highways in the transportation of 
property or passengers. 

20. Narcotics.—The following drugs or preparations thereof: (a) opium, coca 
leaves, cocaine, or any salt, derivative, or preparation of opium, coca leaves or 
cocaine; (b) isonipecaine (demarol): (¢c) any drug found by the Secretary of 
the Treasury and proclaimed by the President to have an addiction-forming or 
addiction-sustaining liability similar to morphine or cocaine, such as methadon 
(delephine, adanon) and nisentil: and (d) marihuana (Cannabis Sativa L.). 

21. No commercial value.—Personal property which is not usable and cannot 
economically be rehabilitated by anyone for use for the purposes for which it 
was originally intended, and can reasonably be expected to have no market 
value for use as an entity for any other purpose. 

22. Personal property.—Property of any kind or any interest therein, except 
real property, records of the Federal Government, and naval vessels of the fol- 
lowing categories: battleships, cruisers, aircraft-carriers, destroyers, and sub- 
marines. 











112 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


23. Public bDody.—Any State, Territory, or possession of the Unitea States, 
any political subdivision thereof, the District of Columbia, any agency or instru- 
mentality of any of the foregoing, or any agency of the Federal Government. 

24. Public-health institution.—Any tax-supported medical institution, hospital, 
clinic, and health center, any other nonprofit medical institution, hospital, clinic, 
and health center which has been held exempt from taxation under section 101(6) 
of the Internal Revenue Code, and any State department of health or other 
State agency designated by State law to receive property for and distribute 
it to such tax-supported and nonprofit medical institutions, hospitals, clinics, and 
health centers within the State. 

25. Real property.— 

(a) Any interest in land (except the public domain and lands reserved 
or dedicated for national forest or national park purposes, including lands 
withdrawn or reserved from the public domain which the Administrator, 
with the concurrence of the Secretary of the Interior, determines are suit- 
able for return to the public domain because such lands are not substan- 
tially changed in character by improvements) owned by the United States. 
including any wholly owned Government corporation, and any fixtures, 
appurtenances, and improvements of any kind located thereon; and 

(b) Any fixtures, structures, and other improvements owned by the United 
States (including such as may be located on the public domain or on lands 
reserved or dedicated for national forest or national park purposes, or 
located on land that is not owned by the United States), which are to be dis- 
posed of for off-site use, excluding, however, standing timber and crops 
offered for disposal separately from the land on which located. 

26. Related personal property.—Any personal property : 

(a) Which is located on, and is an integral part of real property, or 
essential for the productive capacity thereof, or 

(b) Determined by the Administrator to be otherwise related to the real 
property. 

27. Reserved materials.—Uranium, thorium, and all other materials deter- 
mined pursuant to section 5 (b) (1) of the Atomic Energy Act of 1946 (60 Stat. 
761; 42 U. S. C. 1805), to be peculiarly essential to the production of fissionable 
material. 

28. Reviewing authority.—A local, regional, or departmental board of review of 
an executive agency. It may consist of one or more persons. 


GSA Reg. 1-III-303.01 (4—-7-55) 
SECTION 303.00—TRANSFERS OF EXcEeSS PROPERTY 


303.01 Agencies eligible-—Transfers of excess personal property may be made 
among Federal agencies, and to the Senate, the House of Representatives, the 
Architect of the Capitol and any activities under his direction, mixed-owner- 
ship Government corporations (as defined in the Government Corporation Control 
Act), the municipal government of the District of Columbia, or a non-Federal 
agency when the function of a Federal agency authorized to procure for it {is 
transferred to the Administration. 

303.02 Information of availability—Information regarding the availability 
of excess property may be obtained through the following : 

a. Direct exchange of information between agencies pursuant to subsection 
301.05 and 303.06 of this Part; 

b. The examination of reports of excess property available in Administration 
regional offices ; 

ec. Personal contact with the Administration ; and 

d. Review of lists of selected items circularized by the Administration. 

303.03 Fair value—reimbursement.— 

a, Excess personal property shall be transferred with reimbursement at fair 
value or without reimbursement (the costs specified in subsection 305.01b. will be 
chargeable to the transferee agency) as provided below: 

1. Reimbursement shall be required whenever the property transferred 
was acquired by the use of funds either not appropriated from the general 
fund of the Treasury or appropriated therefrom but by law reimbursable 
from assessment, tax, or other revenue or receipts and when, in either 
case, payment of fair value is requested: Provided, however, That this shall 
not be deemed to include property in working capital funds established pur- 





Ly ae 





202. 
preser 
donab 
covere 
applic 
preser 
ter. " 
nize ¢ 

202. 
establ 
amen 
plus ] 
Admil 








ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 113 


suant to section 405 of the National Security Act of 1947, as amended, or 
any similar management-type funds. 

2. Reimbursement shall be required when either the transferor or the 
transferee agency (or the organizational unit affected) is subject to the 
Government Corporation Control Act (59 Stat. 597, 31 U. S. C. 841), isa 
mixed ownership Government corporation, is the municipal government of 
the District of Columbia, or is a non-Federal agency when the function of a 
Federal agency authorized to procure for it is transferred to the Adminis- 
tration. 

3. Reimbursement shall be required in all other cases except as specified 
in subparagraph 4. below or unless otherwise directed by the Administration. 

4. Reimbursement for fair value shall not be required for the transfer of 
excess personal property (including property in working capital funds 
established pursuant to section 405 of the National Security Act of 1947, as 
amended, and similar management-type funds), under the following circum- 
stances: 

(a) Transfers to the Administration for redistribution, to the extent 
not precluded by subsection 303.04 below. 

(b) Transfers to other agencies of the Government, when approved 
by the Administration, for the purpose of replacing and upgrading of 
equipment, provided: 

(1) The property being replaced is older, of poorer quality or 
condition, or less efficient for use ; 

(2) The property being replaced meets current replacement stand- 
ards, if such have been established by the Administration for such 
items; 

(3) The property being replaced will, promptly after replace- 
ment, be determined to be excess and processed in accordance with 
section 302.00 of this Part or transferred to other agencies in accord- 
ance with subsection 303.06 below ; and 

(4) The acquiring agency certifies on its purchase order substan- 
tially as follows: 

This property is being acquired pursuant to GSA Reg. 1-III- 
303.03a4.(b) and does not include items for which replacement has 
been specifically denied by the Congress. 

(c) Transfers to the Administration for the furnishing and equipment 
of buildings, offices, or other installations where the Administration is 
authorized to provide such furnishings and equipment. 

(d) Transfers, at one time, from one location, of property having a 
fair value, determined, pursuant to paragraph b. below, to be not in 
excess of $100. 

(e) Subject to approval of the Administration, transfers of property 
which involve unusual and substantial costs to the transferee agency for 
dismantling, removing, handling, or transporting such property. 

(f) Transfers of property where the Administration approves such 
transfers and determines in each case that it is Clearly in the best inter- 
est of the Government, and the requisitioning agency certifies on its 
purchase order substantially as follows: 

(1) That the agency has a need for the property to carry on an 
approved program, and acquisition of the property will not result 
in an inventory level in excess of that permitted under GSA Reg. 
1—II—403.02. 


GSA Reg. 1—IV—202.06 (4-7-55) 


202.06 Shipment by holding agency.—Upon receipt, within the 40-day period 
prescribed by subsection 202.04 above, of a properly certified application for 
donable property, the holding agency shall promptly ship or deliver the property 
covered thereby in accordance with the shipping instructions contained in the 
application. If the certified application is not received within the 40-day period 
prescribed, other disposition may be accomplished in accordance with this Chap- 
ter. The holding agency may, however, under appropriate circumstances, recog- 
nize certified applications received after the expiration of such period. 

202.07. Working capital funds.—Property included in working capital funds 
established pursuant to section 405 of the National Security Act of 1947, as 
amended, or similar management-type funds shall, when determined to be sur- 
plus property, be made available for donation except as determined by the 
Administrator. 
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Mr. Houtrtetp. Now, could I return right at this minute and I would 
like for this to be placed in the discussion at the end of the discussion 
of recommendation No. 7 which we just passed a moment ago. I just 
want to ask Mr, Mansure if he is in accord with the policy enumerated 
in recommendation No. 7. 

Mr. Mansure. Yes; except our position is that we don’t fully con- 
cur with the whole recommendation. 

Mr. Hoxirretp. We would like to have your attitude on that. 

Mr. Exxiorr. If I could explain very briefly, I think that mainly 
we feel there is an implication in the recommendation that there should 
be reimbursement. 

Mr. Houtrievp. Let us bring that out because if there is we want to 
know how you feel on it. In other words, we want you to testify 
frankly on these recommendations, whether you are for them or 
against them, or if you see something that is impractical or wrong 
about it. The thing we want to do is to get the information on the 
record. 

Mr. Mansvre. Just a quick statement on that. 

Mr. Tuomas. Well, if our assumption is correct, that there is an 
implication that there should be reimbursement, which we feel there 
is in this recommendation No. 7, we do not agree that the acquisition 
of excess items without charge would increase hoarding and pack- 
ratting by agencies acquiring excess. The law vests adequate au- 
thority with the Administrator to insure that such practices do not 
occur. At the present time GSA has an on-the-site survey group 
which reviews inventory levels in executive agencies to ascertain if 
excesses do exist. There has been little evidence uncovered of unwise 
acquisition of excess property under the present law. 

The example used in the report of the Alaskan Railroad occurred in 
1946 under the forced draft disposal program of the War Assets Ad- 
ministration. The problem is really the converse of hoarding. It is to 
educate agencies to consider excess as the first source of supply. 

GSA feels that by the very nature and objective of stock Tosnite the 
residual value of property which becomes excess or surplus should not 
revert to such funds. Moneys should flow back into the stock funds 
solely for the purpose of replenishing items which are going to be in 
continuing demand by using activities. 

Now, as cited heretofore, under certain sections of our regulations 
we authorize the transfer of property without an exchange of funds. 
A recent charge made it clear that excess stock fund property is in- 
cluded. We feel that where utilization can be accomplished, the lack 
of funds in the requesting agency should not stand in the way. We 
believe that the best interests of the Government be in transferring 
usable property to places where it is needed, rather than selling it as 
surplus because it is stock funded. 

Mr. Extiorr. I would like to supplement that if I might, sir, be- 
cause in connection with Mr. McCormack’s bill this question of stock 
fund came up and the argument was advanced that stock fund was 4 
prudent method of making the people in the military departments cost 
conscious. I mean Mr. McCormack advanced that argument. It isa 
perfectly sound argument when it has to do with issue to a military 
establishment. In other words, if a man has to pay for what he is 
going to use, it does make him cost conscious, there is no question about 
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that, but the argument is completely inapplicable when it comes to 
surplus. 

Mr. Batwan. Or excess. 

Mr. Exuiorr. Or excess, when it is going out of there. 

On the contrary, it seems to us that this matter of returning the pro- 
ceeds of surplus disposal to stock funds is an incentive, if you will, 
to overbuying, and perhaps bad buying, because instead of having to 
come back for annual appropriations to the Congress they get back the 
proceeds. In other words, if they have overbought they have got a 
surplus. They sell the surplus and they get the money back and then 
they go out and buy something else. 

Mr. Bauwan. The stock fund manager would not necessarily buy 
that material unless there was an appropriation by a base commander 
to buy from that stock fund. The only thing that the returning moneys 
to a stock fund does is increase their capitalization savings and even- 
tually they will have an excess in the capitalization savings which the 
Appropriations Committee can draw back. Actually, the stock fund 
manager, as I understand the stock fund principle, has no way of buy- 
ing or need to buy more overcoats except upon demand by a base com- 
mander; and when the base commander wants overcoats the base com- 
mander pays the stock fund manager. 

Mr. Exxiorr. Well, that may be right, but it is easy for him to go out 
and buy overcoats. 

Mr. THomas. Yes, but the present language in the stock fund direc- 
tive—and I think DOD will probably leave it in there—says that there 
will be no transfers out of the excess property in the stock fund account 
without reimbursement of the fund, regardless pf who directs it. Now, 
as long as that exists they will not approve or authorize transfers 
without reimbursement. 

Mr. Batwan. Right. But as far as the overbuying part, it is diffi- 
cult to see how the stock fund manager would overbuy. He would be, 
in managing his stock, tend not to buy and have an excess in his account. 
However, if he did have excesses which were capitalized from non- 
stock-fund inventory into the stock fund and he sold that and that 
came back into the stock fund itself, it would create an excess in his 
capitalization savings, and in the past 2 fiscal years the Congress has 
recovered by reducing the stock fund capitalization savings an amount 
probably in excess of seven to eight hundred million dollars which 
they claim credit for as being a return to the Government. 

Mr. Exxiorr. That is just the point, Mr. Holified, what Mr. Balwan 
has said is true, but if the stock fund is below the maximum limit. if 
there is one, the manager of the stock fund can make these additional 
purchases which Mr. Thomas mentioned without violation of the stock 
fund principle, and what you have reference to is funds coming into 
the stock fund which can be reexpended as long as the fund remains 
below its maximum level, are you not ? 

Mr. Tuomas. Right. 

Mr. Horirietp. And this is the point that has to be considered in 
addition. It is not the recapture of the amount above the maximum 
level of the stock fund, but it is the excessive spending as long as he 
keeps it below from funds which come into that. | 

Mr. Tuomas. Correct, and as long as this is available for that pur- 
pose there is that hazard. 
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Mr. Bauwan. As I understand the stock fund—and I probably 
ought to have Mr. MacLeod explain it again—is that no Army or 
Navy or Air Force commander can draw anything out of that stock 
fund except by payment out of an appropriation to that stock fund 
for goods in the stock fund, no matter how much excess the stock fund 
manager has in it, it is either capitalized with cash for merchandise 
that he has there. He can be below his capitalization so that when 
the base commander says, “I want coats,” the man says, “Well, I am 
short of cash because I got more goods and money and I can’t spend 
that money right now, can you advance me some money so I can buy 
it for you?” 

Mr. Turrie. That is correct. However, if there are 50,000 too many 
hot-water bottles in a depot and it is determined by a stock fund 
manager that that is the case, when those 50,000 are sold as surplus 
why should the money go back to the stock fund? Those hot-water 
bottles will not be replaced by more hot-water bottles because there 
has been retained in inventory sufficient quantities to meet needs. 

Mr. Batwan. I agree when there is too much stuff being capitalized 
and there is not going to be a repetition or else it would not have been 
excess in the first place, it ought not to have gone in the stock fund and 
thereby keep the money. That is good, but until they get to the point 
where they are no longer capitalizing excess material, and that seems 
to be the big weakness in this point here, where they are taking excess 
materials which normally would have been shunned and the fund 
would be turned to where they are taking that material and capitaliz- 
a and selling that—that is a bad practice 

r. McCormack. Now you have caught up with the problem. It 
is the original intent of Congress to create stock funds, and you have 
got capital funds and you have got management funds and it is that 

uman tendency to utilize them for purposes not intended by Congress. 

As you sell some excess property, that goes into miscellaneous funds, 
does it not ? 

Mr. Tuomas. Yes, sir. 

Mr, McCormack. Then you can’t use them, back it comes, and it 
goes into the Treasury. It has got to be reappropriated again and 
through this method they don’t do it and that is how 3322 essentially 
arose. 

Mr. Hourrretp. They were more anxious to replenish their stock 
fund than they were to get utilization of the property. 

Mr. McCormack. That, with other considerations, probably. 

Mr. Hottrtetp. Let me say, before we leave the recommendation No. 
7, that I think you gentlemen, if I understand you properly, have 
taken the wrong interpretation of it because I think if you take the 
text before that and then read your recommendation, our concern as 
a Commission was that the study be undertaken by the Bureau of the 
Budget and General Services Administration, and the Department of 
Defense, a study be undertaken and review all of these stock-fund ar- 
rangements, and these fair value arrangements and all other factors 
relating to reimbursement and pricing procedure with a view to recom- 
mending changes in the legislation or procedures which will facilitate 
transfers and proper future utilization of excess property within the 
Government, which would necessarily mean a more liberal interpreta- 
tion. 
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Mr. Mansure. We will go along with that. 

Mr. Houirm.p. That is what we meant, and I think it says that. 
Mr. McCormack. I will agree with you, except on one. I don’t 
think they made a wrong interpretation; I think they gave a guarded 
interpretation which was strict and from their angle I could under- 
stand it. I would agree with you that this recommendation here, 
while it is relating to reimbursement and pricing procedures, that 
that also meant the subject of nonreimbursement. 

If I was in Mr. Mansure’s position individually, I might feel the 
way he did about this, in my official position, and I probably would 
view that from a guarded angle and construe it strictly, rather than 
broadly, but I think the intent was the broader intent. 

Mr. Houtrietp. The intent is, as I have enunciated it, and I think 
the wording of it bears that out. 

Mr. Batwan. Well, Mr. Tuttle was talking in terms of defining the 
fair-value schedule. 

Mr. THomas. We did. 

Mr. Batwan. And I think that the point that Mr. Holifield is men- 
tioning is that maybe we want to, or not have reimbursement at all. 
(There was discussion off the record. ) 

Mr. Houirretp. Well, Mr. Mansure, we are not going to be able to 
get through with this and I know you have got to leave at 4 o’clock. 
You have a 4 o'clock appointment. 

Mr. Mansure. Yes, sir, but we can go on if you desire to. 

Mr. Howirietp. Maybe we can make a little bit more headway. 
We are not going to be able to finish this, I don’t think, but if we work 
until 15 minutes to 4, will that be all right ? 

Mr. Mansvre. Fine. 

Mr. Houirtevp. Is that all right with you ? 

Mr. Lipscoms. Yes. 

Mr. Ho.itrreLp. Recommendation No. 8, did we cover that? 

Mr. Exuiorr. Yes, sir. 

Mr. Mansure. Eight, we covered; that is right. 

Mr. Exxiorr. I would feel personally, sir, that the Congress has 
already gone almost to the end of the road in having a compliance 
with both 8 and 9 with the situation with respect to 3322. 

Mr. Houtrrevp. Yes. 

Let’s see, No. 10, that has been taken care of in general by the sub- 
sequent discussion of No. 8 and the General Services Administration 
has no objection to that. 

Mr. Mansure. No. We will concur in that. 

Mr. Houtrrevp. All right. 

No. 10. 

(Recommendation No. 10 is as follows :) 

(a) That the Administrator of General Services exercise his authority to 
provide adequate regulations governing disposal methods and to establish effec- 
tive disposal procedures. 

(b) That if agencies fail to comply with such regulations and procedures, the 
Administrator requests the President to direct them to comply. 

(c) That the Congress provide the necessary funds to enable the General 
Services Administration to carry out its responsibilities for surplus property 
disposal, 

Mr. Houirretp. Now, I am sure you are not in opposition to para- 
graph {c) and that is an obligation of Congress, so I won’t ask you 
about that. 
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Paragraphs (a) and (6) you don’t need additional legislative 
authority to comply with those. 

Mr. Exuiorr. No, sir, we do not. 

Mr. Howtrievp. And many of us feel that the General Services Aa- 
ministration has not been as vigorous in the promulgation of regula- 
tions governing disposal methods and effective proposal procedures 
as they should have been, and we hope if we do give you additional] 
funds as is provided for in section (c) that you will inaugurate a 
stronger program, particularly in regard to more effective disposal] 
procedures. 

Mr. Exxiorr. I think that is the answer, sir. We also recognize 
weaknesses in our regulations and we will try to correct them. 

Mr. Tuomas. We have already started. 

Mr. Ex.iorr. But, as we said on Wednesday, there is a limit to what 
you can do in having a 10-foot shelf of regulations. The key to it is 
going to be effective disposal procedures as you have just indicated, 
which means that we are going to have to go out and work, and our 
idea of complying with that, in meeting our responsibilities, is the 
plan which we submitted the other day. 

Mr. Horirtevp. In other words, this is a program upon which you 
feel that you are justified in coming to the Congress and asking for 
more appropriations ? 

Mr. Exxiorr. That is correct, sir. 

Mr. Ho.irrecp. And therefore, you feel, you have taken your initial 
step as far as you are concerned ? 

Mr. Mansvure. Well, we have herein concurred. We recognize this 
recommendation very wisely separates the providing of adequate regu- 
lations and the establishing of effective disposal procedures. Then, we 
go on with our position. First, a critical review of GSA regulations 
convinces us that in the following respect, for example, they can be 
strengthened. First, the general sale terms and conditions of stand- 
ard form 114 can be revised, reduced in verbiage, and made more 
acceptable to new potential markets and (2) the face of the surplus 
sales offering document known as Standard Form 114, and required 
by GSA regulations for use by all agencies, can be designed in a much 
more attractive manner and (3) in addition, we mean to expand GSA 
regulation 1-IV—302.06 on advertising, be firmer in our requirements 
relating to inspection prior to sale, and go considerably more into 
detail in subsection 1-IV—302.03 on the subject of adequate lotting. 

Furthermore, we mean to add a subsection to our regulations with 
respect to better descriptions and less downgrading. Our present 
GSA Circular No. 88 on descriptions is also to be expanded somewhat. 

Mr. Batwan. When they edit the transcript may I suggest that in 
the places where you refer to a form or regulation that you would 
insert acopy of that? It would help us plan. 

(The material referred to follows :) 


Section 302.00—DisposaAL MeTHops AND PROCEDURES 


GSA Reg. 1-IV-302.01 (3-1-55) 


302.1 Competitive Bid Sales.—Holding agencies shall, except as otherwise pro- 
vided by this section, sell surplus property by competitive bid sale, after adver- 
tising, in accordance with this section. Competitive bid sales include the fol- 
lowing. 
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a. Sealed Bid Sales—In sealed bid sales, bidders shall be required to 
submit to the office designated for receipt and opening of bids, sealed written 
bids on authorized bid torms for public openings at a time and piace des- 
ignated. 

b. Spot Bid Sales.—In spot bid sales, bidders shall be furnished with bid 
forms in advance of the bidding, a bid form to be used for each lot or unit 
to be separately sold. Requests for bids on items offered for sale shall be 
made by the official in charge. In requesting bids, the official in charge 
shall announce the item its identification number, and a brief description 
of the item or lot. The right to reject all such bids shall be reserved in the 
terms uf sale; and lots for which all bids have been rejected may be reoffered 
at the same sale in order to secure an acceptable bid price. Awards shall 
be made or bids rejected immediately following the offering of the item or 
lot. The bids at spot bid sales shall not be disclosed prior to the announce- 
ment of award for any item or lot. Where mailed written bids at spot bid 
sales are permitted, they shall be sealed and not disclosed prior to the an- 
nouncement of award. Bidders may be required to register in advance of 
the sale. Any special condition of sale shall be issued in printed form to 
everyone attending the sale. Final payment on such sales must be by cash 
or by certified check, cashier’s check, bank draft, express or postal money 
order, payable to the Treasurer of the United States, except as provided in 
subsections 302.08 and 302.10 of this section. Deposits shall be in similar 
form or in such other form of security as may be acceptable to the con- 
tracting officer. 

c. Auction Sales.—In auction sales qualified personnel of holding agencies 
or public auctioneers when authorized by the holding agency may be used 
to conduct such sales. Terms and conditions of sale shall be announced by 
person conducting the auction, immediately prior to commencement of the 
sale. Final payment on such sales must be by cash or by certified check, 
cashier’s check, bank draft, express or postal money order, payable to the 
Treasurer of the United States, except as provided in subsections 302.08 
and 302.10 of this section. Deposits shall be in similar form or in such other 
form of security as may be acceptable to the contracting officer. Such offer- 
ings must reserve in the Government the right to accept or reject any or all 
bids. Lots for which all offers have been rejected may be reoffered later at 
the same sale to secure acceptable bids. 


GSA Reg. 1-IV-302.02 (3-1-55) 


302.02 Negotiated Sales—Generally, holding agencies are authorized to sell 
surplus property by negotiated sale where: 

a. The reasonable recovery value involved in any case does not exceed 
$500 ; 

b. The property is such a hazard to health or property as to require imme- 
diate disposition ; 

ec. The property will spoil or deteriorate so rapidly as to require imme- 
diate disposition ; or 

d. After adequate advertising as required by subsection 302.06 of this 
section, no acceptable bids have been received; provided, that all responsible 
bidders who responded to the previous advertising shall be offered an oppor- 
tunity to participate in the negotiations. 

Written justification for negotiated sales in excess of $500 shall be prepared 
and filed with the record of disposal in each case. Agencies making sales by 
hegotation shall secure competition to the maximum extent feasible under the 
circumstances. 

302.03 Lotting—To the extent practicable, and consonant with the type of 
property and usual commercial practice, property offered for sale shall be assem- 
bled into reasonably sized lots of like or similar categories of items. Deter- 
mination of size of lots shall, to the extent feasible, take into consideration the 
buying capacities of prospective purchasers. 

302.04. Inspection by Bidders.—Sufficient time prior to the date for submis- 
sion of bids shall be allowed to permit inspection by potential purchasers. 

302.05 Reviewing Authority—Approval by a reviewing authority of each 
holding agency shall be required for each proposed award involving the type 
of sale and acquisiticn cost (actual or estimated) of property as follows: 

a. By negotiated sale—$1,000 or more; 
b. By competitive bid sale—$10,000 or more. 


64721—56——_9 
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302.06 Advertising.— 


a. General.—Adequate public notice shall be given of each offering for 
sale of surplus property to be disposed of after advertising. Except where 
the nature or condition of the property does not permit, advertising shall 
be made in sufficient time previous to sale to permit full and free competition. 
The extent of solicitation shall have due regard to the quantity and type of 
property to be sold, the logical market for disposal, the type of sale con- 
templated, and the public interest. Each public notice of offering of sur- 
plus property for sale shall include the following statement: ‘This property 
has been screened against the known defense and other requirements of 
the Federal Government.” Three copies of all invitations or other offering 
literature shall be transmitted, at the time of offering, to the appropriate 
General Services Administration regional office. 

b. Advertising Media by Types of Sales. 

1. Sealed Bid Sales.—In the case of sealed bid sales, advertising 
shall be by the distribution of written invitations for bids (including 
public posting thereof) and may be supplemented by newspaper or 
trade journal advertising (ordered in accordance with existing law) 
where advisable. 

2. Spot Bid Sales.—Advertising in the case of spot bid sales shall 
be by written invitation for bids or other appropriate written notice 
(including public posting thereof). Notice of such sales may also be 
given appropriate newspaper or trade journal advertising (ordered in 
accordance with existing law) where advisable. 

8. Auction Sales.—In the case of auction sales, newspaper or trade 
journal advertising ordinarily should be employed (ordered in accord- 
ance with existing law) in addition to other written notice deemed 
appropriate. 

c. Advance Sale Notices to Department of Commerce.—In order that the 
Department of Commerce may make regular publication of a synopsis of 
principal proposed sales of Government surplus personal property, all hold- 
ing agencies shall, when the acquisition cost of the property to be sold at 
one time at one place is $25,000 or more, cause a notice of each such pro- 
posed sale to be transmitted to the U. S. Department of Commerce, Room 
1300, 483 West Van Buren Street, Chicago 7, Illinois. The notice shall be 
sent at as early a date as possible in advance of the sale but at least 20 
days prior to the date when the bids will be opened, or, in the case of spot 
bid or auction sale, when the sale will be conducted. Such notice shall be 
transmitted by fastest mail available and shall be in synopsis form suitable 
for printing direct from the text so transmitted without editing or 
condensing. 

Detailed instructions for the preparation of advance sale notices, includ- 
ing form and content thereof, are set forth in Exhibit 18, Appendix C. 


GSA Reg. 1-1V-302.07 (3-1-55) 


302.07 Forms Prescribed.— 


a. In sealed bid sales of Government property, executive agencies shall 
use Standard Form 114, Sale of Government Property Invitation, Bid, and 
Acceptance, and Standard Form 114a, Continuation Sheet (Exhibits 5 and 
6, Appendix A). In auction, spot bid, and negotiated sales of Government 
property, executive agencies shall use the General Sales Terms and Con- 
ditions printed on the back of Standard Form 114, and may use other parts 
of the form as deemed appropriate. 

b. Additional Provisions.—Agencies may include in contracts for the sale 
of Government property additional special terms and conditions deemed 
eeereak but not inconsistent with the terms and conditions of Standard 

orm 114. 
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GSA Reg. 1-IV-302.08 (5-11-55) 


302.08 Credit—When approved by the head of a holding agency or his 
designee, any holding agency may provide for sale of surplus property on credit 
where deemed necessary or desirable in the best interests of the Government. 
In such cases, the terms and conditions of sale shall specifically provide therefor. 

302.09 Deposits.— 

a. Subject to subsection 302.10 below, deposits may be required in con- 
nection with bids on surplus personal property where the head of the dis- 
posal agency deems such action necessary or desirable in the interest of 
the Government. Such deposits may be in the form of cash, postal or ex- 
press money order, cashier’s or certified check, or irrevocable commercial 
letter of credit issued by a bank established in the United States. Such 
forms of deposit may be used separately or in conjunction with any of the 
other forms of deposit. 

Such money orders, checks, or letters of credit shall be made payable to 
the Treasurer of the United States in all cases except as set forth in para- 
graph b. below: Provided, That in the case of irrevocable bank letters of 
credit, such letters shall be substantially in the form shown as Exhibit 21, 
Appendix C. General instructions relating to the preparation of letters of 
credit are contained in Exhibit 21a, Appendix C. Any draft drawn against 
such letter of credit shall be substantially in the form shown as Exhibit 21b, 
Appendix C. Such draft shall be accompanied by a transmittal letter and 
certification substantially in the form shown as Exhibit 21c, Appendix C. 

b. In those cases where regulations of the disposal agency so provide, 
checks, letters of credit, and other forms of payment may be made payable 
to the order of the particular Government agency, installation, or office 
disposing of surplus property: Provided, That potential buyers are notified 
as to the exact organizational entity to the order of which the instrument 
is to be made payable. In no event shall such instrument be rejected solely 
on the ground that it is made payable to the Treasurer of the United States. 

302.10. State and Local Governments.—In the case of sales to State and local 
governments and instrumentalities thereof, the requirements for bid deposits and 


payment for property prior to removal shall be waived whenever representation 
is made in writing by an official of such State or local government or instru- 
mentality that compliance therewith is precluded by laws applicable to such 
governments, and may be waived in the case of such sales where otherwise 
deemed in the best interest of the Federal Government. 


Mr. Mansure. All right, it will be done. 

Mr. Hoxrrietp. And, when you make these improved regulations 
and these improved forms will you furnish the committee with drafts 
of those regulations and forms? 

Mr. Mansure. Yes. 

Mr. Hoxtrretp. I assume that you do have an active program on this, 
that this is not just conversation, that you really plan to do it and we 
will have some results from the statement ? 

Mr. Exuiorr. Mr. Chairman, we have a plan. I have got to say, in 
all candor, that we will have to present the plan to the Department 
of Defense and we do not have their agreement. We do not know 
whether we will have it or how long it will take as to regulations, 
changes are already in the works. 

_ Mr. Horrrrerp. Well, for the purposes of this hearing, it may be 
impossible to include it in the hearing. 

Mr. Exxiorr. We can include it, sir. With the caveat that it has 
not been presented to the Department of Defense. 

Mr. Hortrterp. Yes. 

Mr. Lipscoms. By a plan, are you talking about this long-range 
plan? 

Mr. Exniorr. Yes, sir. 
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A LONG-RANGE PLAN FoR PRACTICAL COOPERATION WITH THE DEPARTMENT OF 
DEFENSE 
Designed to— 
1. Assure fuller utilization of excess. 
2. Increase recovery from sales of surplus. 
3. Prevent future accumulation of large inventories of either excess or 
surplus. 

The procedures which follow cover the internal GSA pilot operation. They 
are tailored to the installations selected and to GSA’s region 3 (Washington, 
D. C.) area. 

THE PROPOSED PLAN TO BE OFFERED TO DOD 


For immediate inauguration on a pilot basis at 3 locations within the Second 
Army area in region 3, General Services Administration: 

Aberdeen, Md.—Including proving ground, ordnance assembly plant, Army 
chemical center and depot. 

Baltimore, Md.—Including Fort Holabird, Baltimore Signal Depot, Curtis Bay 
Ordnance Subdepot. 

Richmond, Va.—Quartermaster depot. 


THE PLAN CONTEMPLATES 


1. The delivery of all’ property which is excess to DOD needs in this area to 
a location in each installation which has been assigned to GSA for the purpose 
of this plan. In most cases it will be that area which is already assigned to 
salvage. 

2. The prompt attainment in this area of the target embodied in Operation 
Clean Sweep. 

3. Precluding future abnormal accumulations of inactive excess and surplus 
which made Operation Clean Sweep necessary. 

4. While bettering and speeding Operation Clean Sweep utilization of Govern- 
ment-owned property will no longer be sacrificed in the interest of space clearance. 

5. The accurate and flexible gearing of methods of sale to the types of property 
becoming available, to the end of increasing recovery. 

6. Double and triple handling of property through the excess-surplus-disposal 
cycle will cease. 

7. An ultimate reduction in personnel requirements of DOD. 

8. The maintaining, and ready availability, of full and true cost of the 
utilization and disposal program. 

9. A higher net return to the United States Treasury. 


THE PLAN IS A SIMPLE ONE 


A typical schedule of operations 

(Note.—In setting up a typical schedule it is not intended to preclude flexi- 
bility. Orderliness is one of the objectives. The schedule established here as 
an example might apply at Richmond Quartermaster Depot or any large volume 
point of generation. Where 2 or 3 locations are reasonably close together de- 
liveries could be scheduled regularly on successive days—or, if volume is con- 
sistently small, morning deliveries can be scheduled at 1 installation and after- 
noon deliveries at another. In this way 1 GSA property officer can handle 
more than 1 location such as could well be the case in both Aberdeen with 3 
nearby installations and Baltimore, also with 3.) 


Monday (each week) 


I. 8 a. m. at the regional office, utilization meeting (conducted by regional 
chief PPUD with utilization officers and stores representative). Agenda: 

1. Reports from utilization officers of their success in meeting their tenta- 
tive commitments of preceding week for transfers of excess. 

2. Report from chief on transfers resulting from circulars to points not con- 
tacted in person. 


1 Exceptions will be property subject to term contracts which should not be disturbed. 
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3. Report from stores representative on status of redistribution inventary 
and new acceptances. 

4. Listing of unfinished utilization and decisions as to further efforts on 
specific items. 

5. Distribution to utilization officers and to stores representative, of latest 
new excess-property lists consolidated from preceding week’s receipts from all 
activities in the regional area followed by: (a) Discussion of selected items 
with high utilization potential. (06) Getting tentative commitments from utiliza- 
tion officers. (c) Decisions as to central office help on particular items. 

II. Armed with unfinished business and new lists utilization officers start 
their new week’s drive for utilization. Since in region 3, where this pilot opera- 
tion is proposed, a great deal of the utilization will be had through contacts 
with central offices of the various agencies, a large part, but not all, of the 
time of the utilization officers will be devoted to Washington contacts. However, 
particular emphasis will also be placed on contacting user officials at field 
installations, 

III. Mailing of new consolidated excess-property listings to all potential user 
agencies but on a selected category basis. 

IV. Preparation and delivery of releases from excess to surplus status of 
line items on which further effort is to be abandoned. 

(a) Those releases covering property at the installations embraced in the 
pilot operation will be given to the utilization officer responsible for that par- 
ticular installation. He, after making necessary notations on his records, 
will initial the release and turn it over to the GSA disposal officer responsible 
for that installation. A green tag will then be substituted for the red tag 
in order to firmly identify the line item as ready for immediate sale and pre- 
clude any possibility of confusion or error. 

(b) Those releases covering property at installations not embraced in the 
pilot operation will be transmitted to the holding activity in the usual manner. 


Tuesday (each week at the actiwity) 


Property excess to DOD is delivered to the assigned area: The GSA property 
officer will check it in against the lists and reports of excess accompanying 
the trucks. His signing of the list or copy of report will serve as a memorandum 
receipt. 

(Note.—The GSA property officer will be occupied almost continuously at the 
one or more locations over which he is assigned responsibility. His job will be 
to supervise the receiving, handling, loading, and shipping of property; seeing 
that materials handling equipment and labor is available when needed (provided 
by the installation under the cooperative plan contemplated) ; get appropriate 
documents, in proper order, to appropriate DOD officials for relieving their 
accountability records; checking bills of lading and taking steps when necessary 
to see that errors are corrected ; substituting green for red tags as line items are 
released as surplus; following up on purchasers for prompt pickup of pur- 
chases; and seeing that proper cost records are maintained and transmitted to 
the regional office in line with procedures to be provided.) 

The GSA utilization officer and the GSA disposal specialists, both present 
with the GSA property officer at the point of entrance, will collaborate in making 
on-the-spot decisions: “Does the load, or a part of it, have utilization possi- 
bilities?’ “Even if so, does the type or quantity fit best into auction, spot bid, 
or sealed bid selling if not utilized?” 

Then and there the truck will be routed to the proper indoor or outdoor area, 
marked for red tagging if it is believed to have utilization potential, and marked 
for green tagging if for immediate sale. 

As time between deliveries permits— 

The utilization officer will see that tagging is done properly, and make 
notations on reports and lists as to condition of items he has selected for 
utilization effort. 

The disposal specialist will compute and check upset prices, doing last- 
minute checking on readiness for tomorrow’s spot-bid sale. 
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Assume 1 day’s deliveries consist of— 














Preferred 
Type of excess Quantity type of Location 

action ! 
Standard size feather pillows, N-1..----.-.--- 2, 200 | Red tag...-.. Auction warehouse. 
Bookcase sections, O-3..................-... 28 |_._...do.......| Spot-bid warehouse. 
Forklift trucks, O-4 to R-4........-..-..---- 5 | Green tag...| Auction outdoor area. 
‘Tens aorap widen, trineG ais. aden vets pee iis cele Spot-bid outdoor area, 
Dump trucks, R-1 to R-4..............----- a DD ai ied cig Auction outdoor area. 
I ot Blane tet: ci ithe eet ei cene 2 \-; anaes _.| Spot-bid outdoor area. 
Tons (24 line items) office supplies, N-2___-- 5 | Red tag-_- Spot-bid warehouse. 
Wood file cabinets, R-1 to R-3_...........-- 42 | Green tag...| Auction warehouse. 
ROE INE: BOE no oe.c tasneeccusien ohataonste 30 | Red tag... Spot-hid warehouse. 
mo spare parts, overseas pack, 38 | Green tag...| Auction outdoor area, 
anes oe co ne ee 1 | Red tag._--- Do. 


Wood nallets, O-2 to O-3_.................. 
Rolls blueprint paper, N-1_-...........----- 
po SS ee eee 
Tons kraft wrapping paper, N-1......-.-..- 


10, 000 |_.--. ieckeie Do. 
15 
5 
3 Do. 
= special purpose machine tools, 126 | Green tag...| Sealed-bid warehouse. 
4 
9. 000 
1, 400 


aN” ee Spot-bid warehouse, 
Green tag--- Do. 


Gallon cans liquid automobile soap, N-2-..- Red tag.-.-- Sealed-bid warehouse (small lots). 
Hand trucks, O-4_._.___..... Ladi'd -téaeieie a Green tag._.| Spot-bid warehouse. 


6 
I OS TU a wb xighsigts pcg iehiiinatiiell MED Bidw do.......}| Spot-bid outdoor area, 





1 Code: Green tag, sell at once; red tag, utilization probable, 


Norte.—All items listed above were taken from recent auction sale catalogs. Condition arbitrarily as- 
signed in most cases. 


One handling by truck puts it where it belongs: 








Tagged Items of Inventory 
In These Sections and 
Received , 
TT ig OT ge Box Mise oT ~ 
Utilization | : ; | Near 1 In 
Efforts Outdoor Areas Are In | Final | Progress 
Just | Progressive Stages of Utilization’ ; Readiness | 
o ' 





Use of the spot-bid method.—It’s the fastest and least expensive method of 
getting the highest recovery from small line items, metal scrap, or such things 
as tabulating cards, on a local basis. 








If pu 
an asce 
costs of 

This 


Utiliz 
and get 
eontact 

Disp 
at his u 


Utili: 
propert 
ing up. 

Dispc 
Contin 
upset p 

Ever: 
auction 


Open 
ports, ¢ 


AN OCCA 


An invi 
What 
eties of 
planne¢ 
every p 
radius | 
How 
indoors 
the nan 
line sp 
list. Th 
or pern 
notes 0. 
ments. 
of insp 
tions fr 


Z. Why 
1. Ut 
2. Se 
3. Re 

II. Doe 

i 

1. Ye 
be disri 
2. Th 
be chee 
propert, 
3. Th 
rupting 

at the 1 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 125 


If put on a regular time schedule at larger installations will also attract, on 
an ascending scale, buyers from beyond the local area without the advertising 
costs of other methods. 

This is an excellent “good housekeeping” technique. 


Wednesday (each week, at the activity) 


Utilization officer completes personal notations on reports and lists of excess 
and gets them to regional office for consolidation—renews utilization efforts and 
contacts in line with his tentative commitments. 

Disposal specialist conducts his weekly spot-bid sale. As time permits works 
at his upset pricing for sales coming up. 


Thursday 


Utilization officer.—Plugging away at utilization contacts. Checking with 
property officer to see that transfers arranged are shipped promptly. Follow- 
ing up on arranged transfers on which shipping orders are delayed. 

Disposal specialist.—Closing out details of spot-bid sale preceding Wednesday. 
Continued preparation for next sale. Continued checking and computations for 
upset prices. 

Every fourth week, as long as backlogs of $1 million or more remain, an 
auction sale. 


Friday (each week) 


Opening of sealed bids.—Deliveries from previous sales, awards, records, re- 
ports, correspondence. 


AN OCCASIONAL OPPORTUNITY FOR SELLING UTILIZATION TOO IMPORTANT TO OVERLOOK 
BUT WHICH CANNOT BE SCHEDULED 


An invitational inspection 


What does it mean? When, at a large installation, large quantities and vari- 
eties of particularly good property are reported as excess, a well and quickly 
planned excursion and inspection tour by using and purchasing officials from 
every possible agency activity within the regional area or within a hundred-mile 
radius of the installation may well be arranged. 

How does it work? The property would be suitably arranged for display, both 
indoors and outdoors. The items would be numbered and lists prepared showing 
the name of the items with their item or lot number and fair value with a blank- 
line space after each line. Each visitor would be provided with a copy of the 
list. In groups or individually, if necessary, the visitors would be either escorted 
or permitted to work independently on the inspection tour, checking and making 
notes of items they can use. Facilities should be provided for food and refresh- 
ments. The program would open with a welcome and explanation of the plan 
of inspection and close with the appropriate expressions and answers to ques- 
tions from the visitors. 


ANSWERS TO SOME VERY PERTINENT QUESTIONS 


ZI, Why a new plan? 


1. Utilization must be bettered. 
2. Selling methods should be selected to fit the property. 


3. Recovery from sales must be increased. 


II. Does GSA plan to handle everything in this “pilot” operation—reportable 
and nonreportable? 


1. Yes; unless DOD at the location has some term contracts which should not 
be disrupted or, cooperatively, certain exceptions are agreed to at the location. 

2. The so-called nonreportable will be listed and delivered. The deliveries will 
be checked in against the list. A copy of the list will be signed by the GSA 
property officer and serve as a memorandum receipt. 

5. The reportable will continue to be reported as usual in order to avoid dis- 
rupting DOD screening. (Put the reports will be delivered with the property 
at the location. ) 
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IIT. Will this plan increase the costs of utilization and sale? 


1. Yes, but not the cost per dollar saved through utilization or recovered from 
sales. There will be abnormal expenses connected with the proposed pilot oper- 
ation became observer-participants from the central office of GSA and perhaps 
from various regional offices for varying periods are expected. 

2. We believe that for every additional dollar which would be spent on the 
pilot operation we can increase even our best years’ records of savings for the 
Government. The best yearly averages thus far have ranged from about $60 
to $100 saved for every dollar spent. 

3. We believe gross recovery from sales can be increased more than 50 percent 
but we cannot prove it without a trial. 

4. These things are certain: 

(a) There is much double and triple handling of excess and surplus now. That 
will be reduced. 

(b) Two separate groups of DOD officers and civilians now have responsibility 
with some inevitable overlapping. That can be ended. 

(c) No figures are readily available, if at all, at DOD field activities recently 
visited (Columbus, Jeffersonville, Norfolk, Schenectady, Atlanta) whereby accu- 
rately to ascertain the total direct or applicable indirect costs of handling excess 
and surplus. 

(ad) No adequate measuring devices have been identified whereby to compare 
the overall efficiency (including effectiveness and economy) of any one field oper- 
ation with another. 

(e) Space clearance (not effectiveness nor economy in attaining it) is the prin- 
cipal feature toward which available DOD statistical data is pointed. These 
uncertainties will be eliminated, space will be released faster, backlogs of both 
excess and surplus will be automatically precluded from developing, if we have 
full DOD cooperation. 

(f) Recoveries from sales must of necessity increase as methods are more 
accurately geared to types of property on which realistic upset prices have been 
established. 

(g) The surplus buying public will and must be awakened to the fact that the 
Government is no longer willing to accept an average of 6 to 7 percent recovery. 

(h) We must prevail upon DOD field activities to cease calling surplus “‘sal- 
vage” when it is better than salvage. 

IV. At what point will accountability for excess or surplus pass to GSA? 
1. When property is transferred by purchase order to GSA for— 
(a) Redistribution through Federal Supply Service Stores Division ; 
(b) For use by GSA; or 
(c) Through special arrangements for reserves for subsequent utilization. 

2. Other than for transfers covered by the foregoing GSA does not plan to 
duplicate the enormous costs of bookkeeping associated with total shifting of 
accountability from DOD records to GSA records, for excess delivered to the 
utilization and disposal area assigned to this cooperative work. 


GSA will be responsible, however, for property covered by signed memorandum 
receipts. 


3. In general, purchase orders from other agencies and sales documents result- 
ing from sales, together with the funds received therefor and evidence of delivery, 
will be transmitted by the GSA property officer at the location to the appropriate 
officials at the installation, thereby terminating GSA responsibility under its 
memorandum receipt and thus also providing the data for relieving DOD 
accountability. 


Mr. Tuomas. Along with that we will have our detailed standards 
of operation and procedures on disposal, which is the expanded think- 
ing that we talked about here. 

Mr. Lirscoms. And at what position is this now? Have you pre- 
sented it to the Department of Defense, yet ? 

Mr. Tuomas. We have not. 

Mr. Batwan. We stressed it to the Department of Defense and we 
talked about it. 

aw Ho.trrevp. In other words, do you have it ready to present to 
them 
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Mr. Tuomas. Yes. 

Mr. Horirretp. And when will you present it to them ? 

Mr. Tuomas. Well, I would have to check with them but I can give 
you a final time. 

Mr. Houirtetp. The point is, we are going to have Mr. Pike up here, 
probably next week, and we would like to be in a position to ask Mr. 
Pike if he has received the plan, and if so what he thinks about it. 

Mr. Mansure. What is the reason we can’t present it immediately ? 

Mr. Tuomas. There is no reason that I know that we can’t present 
it to them immediately and I can go ahead and do that. 

Mr. HouirreLp. Well, subsequent to presenting this to them and if 
possible, before next Wednesday. 

Mr. Mansure. We can see that it is in their hands next Monday 
morning. 

Mr. Liescoms. But that has not been worked out jointly? 

Mr. Tuomas. No, sir; it has not been. 

Mr. Lirescoms. But this is completely new to the Department of 
Defense ¢ 

Mr. Tuomas. It would be completely new. 

Mr. Batwan. Well, if you pm on this to them, even today, I know 
that Mr. Pike will have it reviewed by his staff and all we can do is 
call their attention that this has been presented to us and all we can 
do is to have Mr. Pike present his comments, Unless you people have 
some objection to our mentioning this thing. 

Mr. TuHomas. No, 

(There was discussion off the record. ) 

Mr. Houirtetp. No. 11. 

(Recommendation No. 11 is as follows:) 

That the General Services Administration issue regulations providing that 


surplus stocks be physically segregated from other stocks where economical and 
practical to do so for sales purposes. 


Mr. Horirietp. This stems from our observation in disposals of 
property in different warehouses where they were to be brought to- 


pam in one convenient location, but were scattered all over several 
undred acres of warehousing and it was a very unbusinesslike way 


of procedure on the part of our task-force inspectors as to a method 
of merchandising. 

Do you see anything particularly wrong with this? 

Mr. Mansure. Weconcur inthat. It is fundamental. 

Mr. Houirtetp. Recommendation No, 12. 

(Recommendation No. 12 is as follows:) 


That under General Services Administration policy supervision the depart- 
ments and agencies which have been delegated authority to dispose of surplus 
property encourage competitive participation by potential buyers of such prop- 
erty by: 

(a) Carefully selecting the most effective advertising media to reach prospec- 
tive markets. 

(b) Describing properties in terms of commercial use and conditions to the 
greatest practicable extent. 

(c) Allowing ample time between announcements and closing dates of sales 
ottertngs to provide for inspection and preparation of bids by prospective cus- 
omers. 


Mr. Ho.iFtevp. In general, do you approve of those suggestions ? 
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Mr. Mansure. Yes; we concur in those and we are determined to 
see that the recommendations are carried out. Already, a variety of 
7 are being taken to help bring this about quickly. 

might say that we intend to go beyond those specific five points, 
though, and not just limit our operation to that. 

Mr. Houtrretp. Fine. 

Recommendation No. 13. 

(Recommendation No. 13 is as follows :) 

That the Administrator of General Services, in cooperation with the Secretary 
of Defense, convene from time to time groups of merchandising experts to ad- 
vise and assist him in developing suitable policies, rules, and procedures con- 
cerning governmentwide disposal operations and in the selection of the best 
methods of sale for the various types of surplus property. 

Mr. Mansvre. We concur in that. It is currently being done to a 
limited extent, but the results to date are not particularly satisfac- 
tory. Our answer to that is that we plan to establish advisory com- 
mittees made up largely of active sales managers of distributing firms 
who regularly deal on a nationwide area basis, with the kinds of equip- 
ment which present the more complex problems when surplus in Gov- 
ernment inventories. 

Mr. Hortrrevp. I am glad to see that your advisory council is com- 
posed of distributing experts and not of manufacturing experts or 
raw product owner experts. 

Mr. Mansure. We feel that the present approach, frankly, is a 
little bit too much on the side of theory and briefing. Defense spends 
too much time in briefing their advisory committees and we feel that 
the advisory committee should brief us, just put it in reverse. 

Mr. Houirrevp. I think there would be no objection on that. 

Recommendation No, 14. 

(Recommendation No. 14 is as follows :) 

That the President direct the Department of Defense and the Maritime Ad- 
ministration, assisted by outside independent consultants, to make an inspec- 
tion for scrapping or otherwise disposing of all elements of the national defense 
reserve fleet in the categories of obsolete, overage, badly damaged, or useless 
ships. 

Mr. Houirie.p. That is not in your jurisdiction. 

Mr. Mansvre. No; that does not apply to us. 

Mr. Exxiorr. No, sir; unless you wanted to consider transferring 
the reserve fleet to us for housekeeping purposes. [Laughter.] 

Mr. Houirretp. Recommendation No. 15. 

(Recommendation No. 15 is as follows: ) 

That the Attorney General, in cooperation with the Administrator of General 
Services, review present regulations and procedures in connection with the 
referral of proposed surplus personal property sales to the Attorney General 
and reduce delays to a minimum. 

Mr. Mansvure. We concur in that. 

-Mr. Exniorr. We are in agreement with that and it should have 
been done before. All I can say is that I guess I have been busy. 
Stanley Barnes is the Assistant Attorney General in charge of anti- 
trust and he has been busy. We have had well-meaning ideas on it 
when we have met several times and we have talked about it. We just 
did not get together and I think we needed a prod from the Commis- 
sion to get us to do it. 
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Mr. Hourrretp. Well, we have had some complaints that there is 
a delay in getting the goods to the consumer. 

Mr. Batwan. What would be the direction that GSA would go 
on this recommendation? Just what appears to be your intent and 
your tentative thinking resolving this particular issue ¢ 

Mr. Exuiorr. Our thinking would be in terms of some relaxation 
with respect to the scrap and salvage where your acquisition cost 
might be over a million, but perhaps a number of times a million, 
but the actual current value is small and, further, the impact of an 
antitrust and monopolistic situation would be very remote indeed. 

Mr. Batwan. Might there not be something outside of the class 
and salvage, say, in . the R- class in which the property of the $20 
million acquisition cost is going for at the most optimistic figure 
might be $100,000, and you are still holding it up ? 

Mr. Exzzorr. What class was that ? 

Br. Batwan. Take R-4 or O+4. 

Mr. THomas. We would agree with that. 

Mr. Exxiorr. Oh, yes; I see, yes. 

Mr. Batwan. It would be in a usable category, but it would be 
in such poor condition that even there you would be held up. 

Mr. Hortrrevp. We are going to stop now. It will give you time, 
I believe, to get to your appointment, Mr. Mansure. I am sorry we 
haven’t got another hour here. 

Mr. Mansure. What we can do is this: After you have had a 
chance to start with defense, you might want us to come back and 
ask questions. We can finish up these last three very quickly. We 
concur in them, but you might want to ask us some questions on them. 

Mr. Houtrrevp. Yes. 

(Whereupon, at 3:45 p. m., the subcommittee recessed, subject to 
recall by the chairman. ) 
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MONDAY, MAY 23, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Miuirary OPERATIONS OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present: Representatives Holified (presiding), McCormack, Gar- 
matz, Fascell, Riehlman, and Lipscomb. 

Also present Michael P. Balwan, staff director; James F. Eckhart, 
assistant counsel ; and Ray Ward. 

Mr. Houtrretp. The subcommittee will be in order. 

Mr. Pike, we appreciate your coming up on such short notice and 
realize that your time is short. Therefore, we will get right to the 
business of the meeting. 

We have been having a preliminary run through the Hoover Com- 
mission’s report on surplus property with the General Services Ad- 
ministration. We have not quite finished yet. We have had two 
meetings. 

We a had these meetings in executive session, but we have also 
said that the committee will reserve its right to make these preliminary 
hearings public by printing in our reports later on. Therefore, 
although this is an executive session, we will reserve that same right. 
However, the reason we are having it in executive session is so that 
if at any time you want to go off the record to talk more freely, you 
may have that privilege by just requesting it, and the reporter will 
stop taking testimony this morning. 

We felt that in our own family in the legislative and executive 
branches we had better have a better understanding of it before we 
have any public hearings, if public hearings should be called for. So, 
that is why it is an executive session. ; 

Mr. Prez. Very good, sir. 

Mr. Hotirtevp. That is why we have some questions to ask you this 
morning. Do you havea prepared statement to make ? 


STATEMENT OF THOMAS P. PIKE, ASSISTANT SECRETARY OF 
DEFENSE 


Mr. Pixs. No, I do not, Mr. Chairman. I did not know what the 
specific purpose of your inquiry was in such a broad area, so I there- 
fore do not have a general statement to make. 
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Mr. Hottrretp. We were informed, then, that the GSA was sub- Mr. 
mitting to you a plan. Have you had a chance to look at the plan yet? the re 
Mr. Prxe. I have not seen that plan yet. _ Mr. 
Mr. Hotirretp. Well then, I understand it was submitted to you 1AaUR, | 
maybe the latter part of last week, or maybe it will be submitted to of my 
you this morning. Mr. 
Mr. Prxe. I have not seen it yet. ports 
Mr. Hottrrerp. Will you check on this particular GSA plan for will a 
disposal and be prepared to testify further on it at a future meeting? Mr. 
Mr. Prxe. Yes, sir, I will be glad to doso. Mr, 
Mr. Batwan. Mr. Chairman, in arranging for the subcommittee to the 
meeting this morning with Mr. Pike, it was stated, although I could Mr. 
not contact Mr. Pike, that we would go over the Hoover Commission The 
reports, and I was told that the various Secretaries had been ordered and tl 
to review the Hoover Commission recommendations, that they were task f 
in the process of doing that, and that Mr. Pike might not be able to have é 
give the OSD reactions to them. Mr. 
_ But it was stated that we still wanted to call him up to tell him our Mr. 
interest in this thing and to outline various questions. | utilize 
Mr. Prxe. On that score, Mr. Chairman, Mr. Balwan is correct. clothi: 
You might be interested in the procedure that Secretary Wilson has fense 
set up for not only this, but all of the other Hoover Commission re- have : 
ports effecting the Department of Defense. He has allocated respon- ) for in 
sibility to the appropriate Assistant Secretary of Defense for each one As | 
of the reports that the Commission has already published and will agend, 
publish before the finish of the work. . = 
For instance, in my area, for Supply and Logistics, I have been given Mr. 
the report on transportation, on surplus disposal, on food and clothing. offices 
We still have to receive one on depot utilizations, and we still have to Mr. 
receive one on procurement. ‘There may be 1 or 2 others, but those are mr Se 
the primary ones that have been assigned to me. by > 
The Secretary of Defense has requested that my office undertake to . ee 
gather the expressions of opinion on the recommendations, the feasi- hs aut, 
bility, the applicability, and the desirability of implementation on each ae t 
one of the military departments, and then transmit to him a total rec- aan 
ommendation for the Department of Defense so that he will have one nes u 
recommendation on what the Department of Defense is thinking on Co 
these Hoover Commission recommendations. Th 4 
Now, we have that operation underway at the present time for those _ th; 
reports to the Commission that have already been received. There- rei - 
fore, you can see from that explanation that, as yet, there is no agreed E " , 
upon Deparment of Defense position on any one of them. . é; . 
Mr. McCormack. That will take a long while, will it not ? tral ‘ 
Mr. Prxe. Well, we have been given instructions to give a deadline hasnt 
of 30 days to each one of the military departments, Mr. McCormack, then 
and it will probably take a little longer than that. Fra 
Mr. McCormack. When will the 30 days start, Mr. Pike? just - 
Mr. Pixe. I do not have those dates right at my fingertips. denak 
Mr. McCormack. About when? I understand; I am just trying to The 
get an idea when the 30 days will start. that w 
Mr. Pree. Sometime around the first of May, I believe. The dates in thie 


that we have received each one of these reports is varied a bit, but I 
should judge sometime around the first or middle of June. 
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Mr. Ho.irienp. The 30 days would be from the time you received 
the report, I suppose ? 

Mr. Prxs. Yes, from the time we received it and had a chance to 
issue them out to the military departments as well as to the branches 
of my office having to do with the reports. 

Mr. Houtrrevp. The subjects that you indicated, as well as the re- 
ports that will be coming up later, such as procurement and military, 
will all be matters of concern of our subcommittee, as you know. 

Mr. Pixs. That is correct, sir, yes. 

Mr. Houirrexp. So we will be asking for those reports from you, as 
to the applicability and feasibility of these recommendations. 

Mr. Pixs. Right. 

There is just one other thing that I might point out, Mr. Chairman, 
and that is that several of these reports overlap. For instance, the 
task force on procurement, whose report we have not received yet, will 
have a definite bearing on the Commission report on food and clothing. 

Mr. Houirtetp. Yes. 

Mr. Pixe. Also, the Commission reports still to be received on depot 
utilization will have a very definite bearing on the report on food and 
clothing. Also, the report on the organization of Department of De- 
fense that has been undertaken by the so-called Hook committee will 
have a very definite bearing on the organizational recommendation, 
for instance, in the report on food and clothing. 

As you recall, they make a definite recommendation for a central 
agency to be set up. The report says that in due course they will 
recommend a specific location and a specific type of organization. 

Mr. Batwan. Is that for supply and logistics only, or for all of the 
offices of the Secretary of Defense ‘ 

Mr. Pr«xe. I am not familiar with just what phases of the Office of 
the Secretary of Defense that particular committee on organization 
will undertake, From what I gathered, it will probably be pretty 
broad, 

But, very specifically, on the report on food and clothing, we do not 
have their full recommendation because it is stated in page 2 just pre- 
ceding the major recommendation for food and then later on on cloth- 
ing, that at a later date the full detailed recommendations on the 
organizational implementation of the recommendation will be forth- 
coming. 

Therefore, to that extent, it is going to be difficult for us to say, “Yes, 
we think that this recommendation for a central agency on food is 
good, and we will implement it; or for these reasons we do not think 
it is altogether applicable,” until we have received the other reports. 

Another one that cuts across both the recommendations on the cen- 
tral agency for food and for clothing is the depot utilization report, 
because, implicit in each of the food and clothing recommendations 
there is a concept of an area distribution division. 

Frankly, we are looking forward with a good deal of interest to see 
just what kind of specific recommendations made in that area in the 
depot utilization report. 

The reason I belabor this point a bit is that in all cases I do not think 
that we are going to be able to give Mr. Wilson what he has asked for 
in this time period that we have talked about, because we have other 
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very important recommendations bearing on the heart of some of the 
other recommendations already made in the reports received to date. 

Mr. Hoxirrevp. I think I can understand your position on that 
because I know something about these different reports, including some 
of them that are pending. 

Incidentally, the depot utilization report is already out. That 
should be in your hands. 

Mr. Prxe. The depot utilization report is out? 

Mr. Houtrrevp. I am pretty sure it is. I know we have passed it. It 
may not have been transferred to you yet. 

Mr. Prxe. We do not receive it until it is published. 

Mr. Ho.trtevp. I see. 

Mr. Pixe. In addition to the three we have mentioned, we have had 
the one on commercial industrial activities. But those are all that we 
have received to date in the final printed form. 

Mr. Houtrtetp. All right. 

Now I think we can talk about the general subject of surplus because 
this is a continuing operation, and the recommendations in the surplus 
property report are not too controversial, and it follows in line with 
the surplus of military property report of this committee, part 1 of 
last year, as you know. 

Mr. Prxer. Yes, sir. 

Mr. Howirtetp. Now we understand from the GSA that GSA and 
DOD have a new screening plan. Is that true? Have you agreed 
upon it, or have you talked about it, or has it been suggested to you! 
1 am not quite sure 

Mr. Pixe. I am not certain as to just what you mean by a new one, 
whether you have in mind some brand new one, or one that has re- 
cently been under discussion, going back approximately a year and a 
half ago. I recall very definitely that we worked out an agreement 
with GSA wherein the Department of Defense was specifically dele- 
gated the responsibility of disposal of Department of Defense gen- 
erated surplus. 

Also there was concluded an agreement which changed and 
shortened up the total period of time involved in the screening process. 

Mr. Batwan. What was the actual time involved in that process on 
that decision at that time? 

Mr. Pixs. As I recall, that first agreement on the screening process 
contemplated a total of 45 days of screening in the Department of De- 
fense and another 45 days on property that was not picked up or uti- 
lized by the Department of Defense for GSA to screen the other de- 
partments of Government for proper utilization. 

Mr. Batwan. Are you talking about that particular method of 
re which involved the concurrent screening with DOD and 
BOL & 

Mr. Prxe. I do not believe that I tie in your phrase “concurrent,” 
Mr. Balwan. 

Mr. Batwan. As I understand, screening, prior to Secretary 
Thomas’ taking over the supply and logistics, which you head up now, 
this screening proceeded on a basis where DOD screened its excess 
materials first ? 

Mr. Prxe. That is correct, yes. 

Mr. Batwan. And there was a certain time limit for certain classes 
of nonreportable—I guess nonreportable would not be there—and 
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there was a certain time for reportable. And then GSA would take 
the screening, and they had no limit on the reportable, which created 
quite a difficulty ? 

Mr. Prxz. That is correct, yes, sir. 

Mr. Batwan. Then you came to a period where, I think, it was 
about the time of the so-called Thomas-Mansure agreement, where you 
decided to go into a concurrent screening, whereby GSA would screen 
at the same time that DOD was screening internally within the 
military departments ? 

Mr. Prnet That is correct; that is my recollection of it, yes. 

Mr. Batwan. As we understand it, in talking with Mr. Mansure, we 
are going away from the concurrent screening process into something 
that-is different from that and is supposed to take effect today, or 
Saturday, or Friday—or are we unfair to you at that point? 

Mr. Prix. I am not sufficiently acquainted with that particular de- 
velopment. I would be very happy to check with our disposal staff and 
report to the committee the current status of that particular change. 

Perhaps this draft I have here from my disposal staff may enable 
me to answer your question, Mr. Balwan. 

On January 25, 1955, a new DOD-GSA agreement was signed to 
provide for refined excess screening and utilization policies and pro- 
cedures. The principal refinements were one, a longer screening period 
for non-DOD activities, 90 instead of 45 days. The automatic release 
for sale dates thereby was 135 instead of 90 total days of screening 
following issue of excess listing by the Material Redistribution 
Division. 

One of the advantages of this new screening arrangement was that 
it was thought it would improve utilization potential in civilian agen- 
cies and provide for immediate release of reported excesses in advance 
of the maximum pay allowed for screening when warranted. It low- 
ered minimum dollar reporting requirements for specific types of 
property for which there was better utilization potential. 

Mr. Batwan. Mr. Pike, may I interrupt at this point ? 

Mr. Pike. Yes. 

Mr. Bauwan. What you have there is a plan that was to go into 
effect in January of 1955? 

Mr. Stemrter. It was entered into, I believe. 

Mr. Batwan. To be effective when ? 

Mr. Pre. My statement here, which was made up by a member of 
our staff on disposal, indicates that on January 21, 1955, a new DOD- 
GSA agreement was signed to provide for these points that I have 
just outlined here. 

Your question is to another 

Mr. Batwan. My question is, did the signing of that agreement 
mean that as of that date the new screening plan went operation, or 
did you agree within the 120 days of that time to modify this further 
and notify GSA? 

Mr. Prxe. I am not certain. I would think that maybe there was 
a time limit before it went into effect, but I do not have that informa- 
tion. I could get it and supply it. 

Mr. Batwan. Mr. Chairman, the reason I pointed that up is that 
the GSA mentioned this particular plan, but said that they were to 
hear from the military departments on this in the 120 days, and that 

64721—56——-10 
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they had not heard from the departments on the plan and were hav- 
ing some difficulty in getting it into operation. 

Mr. McCormack. That plan had to be passed upon by all of the 
agencies in the Defense Department, and any single veto, any disap- 
proval, could stop it, as I remember. 

Mr. Batwan. This was only the agreement between OSD and GSA, 
subject to further study by the Army, Navy, and Air Force. That 
is the way it was explained to us by GSA. 

I just want to know to get clarification, whether that represents 
something that the Army, Navy, and Air Force have already con- 
curred in, or whether that merely represents a plan that you plan to 
explore with the Army, Navy, and Air Force? 

Mr. Prxr. I do not know the answer to that question, but I will be 
very happy to check into the matter and secure it for the committee. 

Mr. McCormack. In other words, Mr. Pike, to make an agreement 
is one thing; the effective date of it is another. 

Mr. Pre. I understand. 

Mr. McCormack. That is what you have in mind, Mr. Balwan? 

Mr. Batwan. Yes, sir. 

Mr. Ho.irrevp. The 21st was the day the time was supposed to be 
up, and as we understand, Mr. Mansure had not heard from you on it. 

Mr. Pree. The 21st of this month? 

Mr. Houtrrep. Yes. 

Mr. Batwan. 120 days from the time of agreement. 

Mr. Houtrretp. Which ended on May 21. 

Mr. McCormack. I do not see that there is much you can do today, 
Mr. Chairman. Mr. Pike has frankly stated his position. He cannot 
go over these chronologically as we did with the General Services. 

Mr. Houtrtevp. I do not think he is ready to go over it chronologi- 
cally, but we do want to go over it with him. 

As I understand it, from your previous testimony, you are studying 
this now, and you are not ready to go over this report chronologically. 
Ts that right? 

Mr. Prxr. The Hoover Commission report ? 

Mr. Houtrterp. Yes. 

Mr. Prxe. I am not in a position to give any official Department of 
Defense conclusions on the recommendation, Mr. Chairman. If you 
would be interested in going over them, I have read this report and 
for the most part, without intensive study on the part of my staff, I 
would say that substantially most of the recommendations are ex- 
cellent. 

I do not think there are many areas in which the military depart- 
ments or my office would have too much argument. 

Mr. Rrentman. Mr. Chairman, could I make this suggestion ? 

J think that it would be unwise for the committee to try to get from 
Secretary Pike today what he thinks generally as to what might be 
done. I think what we are interested in is what the Department in- 
tends to do. 

In all fairness to him, if he is not in a position to answer as to the 
Department’s attitude, I think it would be better to extend the time and 
have him tell us when he is going to be in a position to come up here 
and tell us what he intends to do. Secondly, I would be very much 
interested to know what his Department is doing with respect to carry- 
ing out this agreement and where it now stands, and whether or not 
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the three services are considering it; I believe we should ask him, 
when he comes back, to give us complete information as to that, as to 
where the Department stands with respect to this agreement, and 
when they expect to put it into force. 

Mr. McCormack. I should think, Mr. Riehlman, the latter one he 
could find out pretty quickly. 

Mr. Rrentman. That is true. The other is going to take some time. 

Mr. McCormack. Because there are further reports coming, and it 
looks to me as though the chances of much legislation this year is re- 
mote, 

Mr. Rreutman. Don’t you think, Mr. McCormack, that I am correct 
in stating the fact that we want to know what the Department intends 
to do and what they intend to carry out, and not what Mr. Pike, just 
casually reading the report, would care to comment on ? 

Mr. McCormack. That is what I had in mind when I made my pre- 
vious observation, 

Mr. Prxe. Off the record. 

(Discussion off the record.) 

Mr. Houtrretp. Back on the record, please. 

You have already stated that in general you have looked over their 
surplus-property report, and it appears to be a reasonable set of recom- 
mendations. Without endorsing it in toto, could you call to our 
attention at this time anything in the report which you have reserva- 
tions on ¢ 

Now understand, we are not at this time stating our position on the 
report either. It has been submitted to us for study as well. 

Mr. Pixs. Yes. I would be glad to skip through them here pretty 
briefly if you would be interested in my personal reaction to them. 

On recommendation No. 1, that whole recommendation has, gen- 
erally, to do with the direction of stock levels to realistic limits. I do 
not think anybody can argue with that. 

Going on to No. 2 

Mr. Houirrevp. Page 13. 

Mr. Prez (reading) : 

* * * Secretary of Defense for his Department and the Administrator of 
General Services for all civilian agencies closely supervise the Federal catalog 
program * * *, 

I am sure this committee is aware of our team interest and desire to 
complete that cataloging program and get it converted and into use 
by the military departments. 

Mr. Houtrievp. On that point, we have run into a little testimony 
from the GSA which indicated to the committee that they are not 
doing very much in their department in the actual work of identifica- 
tion of items which might be peculiar to them and not come under 
the classification of common-use items which the military departments 
will identify. 

What is the nature of your coordination with them at this time? 
Does Mr. McLeod of General Services Administration sit in on your 
cataloging boards? 

Mr. Pixe. He is our point of contact over there. I do not believe, 
without checking with my cataloging staff, that I could give you a 
good responsive answer to your question. I would be very happy to 
ascertain the answer to your question and supply it to you, Mr, Chair- 
man. 
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Mr. Ho ttrtevp. I think the members present on the subcommittee 
during that testimony sensed that the GSA had been backward in 
asking for appropriations to do the job and work which we feel should 
be done within their department. Now this does not necessarily con- 
cern you, with this exception, that there is a job for coordination there. 

Mr. Prxe. That is correct, yes, sir. 


Mr. Hoxtrtecp. And, of course, if your identification job in catalog- 
ing oar cover their field, they won’t have much to do except adapta- 
tion 

Mr. Prxe. Yes. 

Mr. Horirtevp. But if it will not cover your field, and I think that 
we will probably want Colonel DeLuca and Mr. McLeod up here 
for this dischelise: on this one point—we want, as this committee’s 
interest is so great in this, to push the GSA to bring up their end of 
the work, so that when the time comes that you are through with 
your end of the work, why we have a coordinated catalog that can go 
right to work in both the civilian and the military departments. 

Mr. Pree. Right. 

Mr. Houirtetp. So that is why I bring that up at this time. I did 
not want to discuss it at length. 

Mr. Pre. All right. 

Now the next one 

Mr. Houirterp. Page 15. 

Mr. Pree. Of course, people, in my humble opinion, are the most 
important part of any program, whether it be disposal or supply 
management, cataloging, or what have you. 

This is a problem that we have in the military departments. It is 
a problem that the Assistant Secretary of Defense for the military, 
for manpower and personnel, has primary responsibility in. There 
is certainly no denying that to get the best qualified and trained people 
engaged in property management activity of all kinds, from acquisi- 
tion inventory management through use and disposal, is fundamental 
to efficiency in any organization. 

The second part of that paragraph, having to do with military 
anes in these activities, again we are faced with the keen desire, 

rom the military training standpoint and the total experience stand- 
point of the military department in this rotation business, which 
means that 2 to 3 years, or something in that neighborhood, is about 
the maximum length of time that the military officer can serve in a 
job. Of course, in private industry, if we had executives changing 
every 3 or 4 years, I do not think we would do very well. 

Mr. Hortrretp. And every 6 months to 2 years, as well. 

Mr. Pree. Yes. 

Mr. Houtrrevp. Although you have a 2-year tour of duty, fre- 
quently, we have found in this field, a tendency not to even let a man 
stay in there that long. We have had rotations of important officers 
in this field on a 6-, 8-, and 9-month basis many times. 

Mr. Prxe. Yes. And I think the possibility of comparable rank 
and promotion for men engaged in the business in supply and logistics 
in the armed services—something that has been overlooked, and that 
is exceedingly important to make it possible for men to aspire to get 
ahead in this all-important part of the business. 

Mr. Houtrtevp. In other words, the field of supply and logistics is 
so large that you can rotate men within that field, you can give rota- 
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tion for different duties, but still keep them in the general classifica- 
tion of supply, such as your Quartermaster Corps and—— 

Mr. Pike. Bureau of Supply —— 

Mr. Houirtetp. They are beginning to recognize this need for not 
so much diversified rotation, but for a more limited type of rotation 
within the important branches of the service. Where, when you find 
men capable and interested in that field, it does seem like the military 
department should show some desire to conform with ordinary busi- 
ness practices. 

Mr. Prxe. Yes, sir. There again, while we are told that we will 
have some more recommendations, and I would hope specific ones, and 
the forthcoming report on organization for the Hook Committee. 

Now going along to the next one. 

Mr. Lirscoms. May I ask a question, Mr. Chairman? 

Mr. Houtrrevp. Yes. 

Mr. Lirscoms. Mr. Secretary, how many people are on this surplus 
staff that you have discussed here ? 

Mr. Pre. In my office we have a staff director, who has been with 
us for a year, but who has just left ; I am sorry to say. 

He was loaned to us by Sears, Roebuck. This, again, is one of the 
extreme difficulties in the civilian side of the business, getting men 
who are young enough and vigorous enough out of private industry 
to come down here and take jobs for a long enough length of time. 

Mr. McCormack. When he came down, was it understood it was for 
a short period ¢ 

Mr. Prixe. No, it was not definitely understood. There is always 
the hope, from a standpoint of a private company—it is general prac- 
tice—when a man is made available for Government service, to give 
him @ year’s leave of absence. It is not corporate practice to extend a 
long term and indefinite leaves of absence. 

In this particular case, the leave of absence turned out to be only a 
year. 

This is a very real problem, believe me, in my job as recruiting men. 

Mr. Houtrietp. You are having a lot of trouble in that line, aren’t 
you 

Mr. Pixs. Well, we have, for instance, my deputy, Bob Lanphir 
who, I hope, is going to be able to spend the balance of this administra- 
tion’s tenure down here. He has indicated that he has permission from 
his board of directors to do that. On our director for planning and 
review, again he was on a definite 1-year basis, with a good indication 
from his company that a second year’s leave of absence be made avail- 
able to him. 

My director for procurement and production, Warren Webster, he 
has been down here about a year and a half. His board of directors 
apparently are very anxious to have him back on the job. 

I cannot tell how it will work out with him. 

Our director for storage distribution and disposal, he came down as 
an assistant to our former director last fall. I am hopeful that he 
will be able to stay throughout the remainder of this administration. 

Our director for transportation, Earl Smith, just recently made a 
decision to take an elective retirement with his company, so that he 
is going to be able to be down here for the whole stretch. His was a 
2-year term to begin with. 
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Roger Hepenstal, a very able director of the Federal cataloging 
standardization inspection program, could only be made available for 
a year by his company, the American Can Co. We have just recently 
had to replace him. 

Mr. Roger Gay, who is chairman of the board of the Bristol Brass 
Co., and is a man who has had an intense personal interest in stand- 
ardization activities. He has been president of the American Stand- 
ard Association for the last couple of years. Our indications are 
that we will be able to have him for 2 years. 

I cite these to give you some idea of the nature of the difficulty in 
getting men who have had experience in the supply and logistics 
business. 

Mr. Liescoms. The size of the staff ? 

: Mr. Prxe. Oh, let’s see. We have had 4 or 5 men and stenographic 
elp. 

Mr. Lipscoms. And those are all civilians ? 

Mr. Pre. Yes. 

Mr. Lirscoms. What has been the experience of turnover in those 
4 or 5 positions ? 

Mr. Prxe. Well, the turnover has not been bad there. 

When I first came here in 1953, I only recall one man who had been 
on the Munitions Board in this kind of work. We have added these 
men since. Outside of our top staff director, there has been no turn- 
over in those jobs. 

Mr. Lipscoms. Are any of those persons career civil service ? 

Mr. Pixs. They are all, with the exception of our staff director, 
Mr. Spencer, whom we are just currently seeking to replace. 

Mr. Liescoms. After that level, do we get into the military ¢ 

Mr. Prxe. Of course, the people we have been talking about are in 
my office and, of course, we are not, under the present organizational 
concept, supposed to or allowed to get into operations. 

We are supposed to advise the Secretary of Defense on a broad 
policy level on these matters, and the actual execution of our policies 
is done by the military departments. 

Mr. Lipscoms. On this surplus property report that has been turned 
over by the Secretary to you and now to the surplus property staff’ 

Mr. Prxe. That is correct, yes. 

Mr. Lirscoms. Then what happens to the report? Who turns it 
over to the next level for action ? 

Mr. Prxe. The report is simultaneously sent out to the military 
departments over my signature. 

r. Lrescoms. What strength does your time limit have with them! 
When do they have to have it back. Is that 30 days? 

Mr. Prxr. They were given a 30-day deadline on that thing. 

Mr. Lrescompr. Is that a directive they have to comply with? 

Mr. Pixe. It is an administrative procedure in all of these things 
to get a job done. You have got to set a target date. Sometimes 
other things will come up, and they won’t be able to get the particu- 
lar piece of work finished, in which event they will apply for an 
extension. It is then up to our office to exercise judgment to allow 
them an extension. 

Mr. Liprscoms. Well, of course, I think you testified that you do 
not know the date that this was turned over to them, but it came 
to you—— 
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Mr. Prxr. No. It was sometime around the first of the month, as 
I recall it. I can get the specific date when this one went out. 

Mr. Liescoms. I am really interested in how these things are han- 
dled. From previous testimony, in my mind, the things are delayed 
after they leave your office and start filtering down through the differ- 
ent branches of the armed services. On this one report, [ would like 
to find out just how long it is delayed. When do these applications 
for extension of time come in, and what is the procedure that is going 
to be followed on this report? They are specific recommendations 
that can be put into effect here and rapidly too. 

Mr. Srempter. I think, as Mr. Pike stated, the first step was that 
Mr. Wilson issued a general memorandum on Hoover Commission 
recommendations, and he said they would be assigned to his appropri- 
ate Assistant Secretaries and recommendations developed. 

The report comes in. Secretary Pike takes it, issues a memorandum 
and confirms with Mr. Wilson’s instructions to the Army, Navy, and 
Air Force and tells them\they have to come up with their thinking 
and recommendations in 30 days. 

Simultaneously, he asks the other Assistant Secretaries who have 
an interest for their comment and recommendation in the same time. 
And, simultaneously with that, he asks his own personal staff to do 
original and independent thinking and come up to him with what they 
think about it all at the same time. 

Then it all comes on up. I would say that this one, as I recall, did 
go out about the first of the month, so they have been working on it 
about 15 days, maybe 18 days. 

Mr. Liescoms. And that memorandum has the effect of a directive 
to those branches of the armed services ? 

Mr. Prxz. That is right. 

Mr. Liescoms. That they must do that within 30 days? 

Mr. Prxe. That is correct. 

Mr. Stempter. Or else show cause why they cannot. In many occa- 
sions, they come up and say, “We cannot do it.” If their reasons are 
good, you just don’t say, “Exercise judgment and give them 3 or 4 
days or a week to come up with it.” 

Mr. Fascetn. Mr. Chairman, in line with Mr. Lipscomb’s question, 
why wouldn’t it be interesting for this committee to obtain a sort of 
status report on all of the Hoover recommendations which are now 
under study by the DOD just to say where th»y are, and we could 
get that report out the same time we take additional testimony on 
the status of this agreement between GSA and DOD. Because, frank- 
ly, I cannot see where we can accomplish too much by continuing on 
specific recommendations that are set forth in this report along the 
lines that we are now doing. 

In addition to that, we are not getting the kind of information we 
need, and I do not think it is fair to Mr. Pike either. 

Mr. Hottrretp. Well, I certainly think that as far as getting the 
real information on this, you are right. There is going to be a little 
time for study involved here. But, I thought it might be helpful to 
us this morning to get Mr. Pike’s thinking on these recommendations. 

If it is the will of the committee, we will stop at this point. How- 
ever, I understood that there was some comment you wanted to make 
on one or two of them in here. That would give the committee some- 
thing to think about too. 
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Mr. Pike. Maybe I might add one thing to the first explanation I 
made of the method in which Secretary Wilson has been directing that 
all of these Hoover Commission reports be handled in the Department 
of Defense. 

After he gets back from his Assistant Secretaries their comments on 
these recommendations, indication of acceptance or rejection or rea- 
sons why, Mr. Wilson is then called upon to submit them to the Presi- 
dent through the Bureau of the Budget. Al of this gets to be a pretty 
time-consuming process. 

I can see that you people here quite properly have a keen interest 
in the subject matter of reports, as do I. This whole procedure is a 
little bit foreign to me, even to me in my own business experience, 

My thought all the way along, even during the time that some of 
the work was first being done by the Hoover task-force people, was, 
“Let’s not wait until you people Sane completed all of your investiga- 
tions to come up with formal recommendations, let us know what 
— thoughts are as to how we can do a better job with this as we go 
along. 

In addition, it might be of interest to the committee to know that 
I have written to each one of the services, the procurement secretaries, 
and call their attention to the various specific deficiencies in operations, 
the examples of malpractice and so forth that have been cited in the 
underlying task-force reports of these Commission reports, and have 
instructed them, regardless of what the final decision on the Commis- 
sion’s recommendation is, to take steps immediately to rectify these 
—— operational deficiencies that have been pointed out by the task 

orce. 

In other words, I personally am as anxious, as soon as possible, to 
take as much of what these various task forces have been able to dig 
up and point out, and make use of now rather than waiting for a long 
formal procedure to take place. 

The other comment, Mr. Chairman, was on recommendation No. 17, 
where the general essence of the recommendation is that—on page 68— 
the private distributors and agents be used for the disposal] of selected 
classes of surplus commodities as well as for excess contractor inven- 
tories. I think that that is a recommendation that undoubtedly has 
the best intention in the world behind it. 

I see a possibility of danger, It is not clear to me just how you 
would pick the private distributor and disposal agent in this field 
of surplus disposal and used equipment. 

Unfortunately, you do not get the highest type of businessman. 
Sometimes the ethics in this whole secondhand industry aren’t the 
best, and I just have a general concern about possible and very real 
difficulties that we might get into unless, again, there we should ap- 
proach and how the approach should be made. 

I see, for instance, the possibility of discrimination. One of the 
services, in all good faith might attempt to close a deal with a concern 
that has had a good, successful background of experience and, say, 
in a very difficult field of obsolescent electronic equipment, makes a 
good deal with them only to be accused by other people that we did 
not know that we were showing partiality and so forth. I think that 
the objective is a good one, but I just have those doubts in my mind 
as to the ways and means of achieving that objective. 
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Mr. Hotirte.p. I think each one of the members of the committee 
would have a doubt along the same line. This is an old problem, and 
it certainly is something that we want something on, and some of us 
have quite a bit of experience under the old War Assets days. 

I served on the Rizley committee which investigated War Assets. 
And, at that time, we investigated some of these contract or so-called, 
consigned inventories. Of course, as a Member of Congress, I would 
never want to go into that type of operating again that we had in 
those days. 

However, there was evidence brought before our committee in regard 
to recovery which showed where, in some instances, quite a few in- 
stances, articles such as aircraft parts, automotive parts, and electronic 
equipment, which are in a very special field, where disposal did occur 
and a higher rate of return was obtained, where they were shown 
indiscriminately with a market without any regard to the market’s 
ability to absorb and without any regard to trying to obtain the class 
of buyers which would only be interested in that type of material. 

Mr. Pike. Yes, sir. 

Mr. Ho.trretp. There were all kinds of problems in the field of 
accountability. Mass merchandise was consigned without proper 
accountability. Reevaluations for value for the purpose of sale oc- 
curred without proper scrutiny. Merchandise disappeared in inven- 
tory without proper accountability. It does present a problem. 

However, many other things of Government present a problem and, 
if in the ultimate you can work out a system with the General Account- 
ing Office, as to the proper methods of accountability, where it would 
be of benefit to the Government, it would be a lot better than just 
selling this material as scrap. 

Mr. Prxe. There is no question about the objective of the point of 
greater return. That certainly is a thing that makes it worthwhile. 

Mr. Horrrretp. This was thoroughly discussed in the Commission, 
but the thought in the Commission was that some more aggressive 
interest should be taken by the Department of Defense in obtaining 
a higher degree of value in their recovery and not so much interest in 
just getting rid of the accumulated stocks and inventory. 

Mr. Pree. That is certainly correct. 

Mr. Ho.irreip. So that is the reason we decided to leave this in 
here, to see if the Department of Defense could come up with some- 
thing at the consultation with industrial people who are interested in 
seeing an orderly flow to the market of these specialized products at 
a price which will give the Government maximum recovery and at the 
same time not injure the current commercial producers. 

Mr. Prxe. The domestic market ; yes, sir. 

Mr. Hortrrexp. In other words, an orderly assimilation of this 
material, where it is utilizable and not a dumping process, 1 or 2 cents 
of a dollar return of value to the Government when you can get a great 
deal more. 

Mr. Pree. Mr. Chairman, generally, I would like to say that I have 
worked very closely with Mr. Mansure and GSA. I recognize the 
obligations Naasdeedl by law on him in his office, and I would say that, 
generally, in the last year, that we have effected a much closer and a 
much better liaison in relationships, both between Mr. Mansure and 
myself as individuals, and between the members of my staff. 
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Unfortunately, when I first came down here there was not too 
happy a relationship existing there, and there was a lot of pulling 
and fighting and so forth. 

However, I think that Mr. Mansure would probably corroborate 
my statements here. We have attempted, as is elsewhere recommended 
in the Commission’s report, to secure the advisory help of people from 
industry who are versed in these problems. 

As a subsequent venture with GSA, we have set up our industry 
advisory committee in which we tried to pick men whose backgrounds 
would give them specialized know-how with relation to some of the 
problems that you just mentioned yourself, the higher technical and 
more difficult fields of disposal, such as electronics. 

We have there an extremely able chap, former chairman of the 
board of directors of Sylvania Electrical Products, Mr. Max Balcom. 
Also on our joint DOD-GSA committee, we have Mr. Bingham, who 
is president of R. H. Macy. We have Mr. Chapline, vice president 
of Fairchild Engine Division for aircraft. We have a Mr. George 
Gagel, president of Machinery & Supplies Co., a small-business repre- 
sentative. 

We have Mr. Greene, who also worked on the task force and dis- 
posal. That is a man who has had tremendous background in the 
whole field of scrap. He has been tremendously valuable to us. 

We have also, recognizing this tremendous problem in spare parts, 
automotive spare parts in addition to aircraft spare parts. 

We have had Mr. John Thurston of Thompson Products, who has 
had acquaintance with the problem there. He came in and did a job 
with the Department of the Army a couple of years ago on their 
spare parts. 

~ Houtrtetp. Is he a manufacturer of spare parts, or a distrib- 
utor 

Mr. Prxe. Thurston, prior to Thompson Products—I do not recall 
his affiliation. 

Mr. Ho.irievp. Well, we want, I think, to say this, that the job of 
disposal of surplus property and the disposal in the proper fashion is 
a job of distribution, and we have had experience in the past for calling 
manufacturers of these articles to be distributed and running up 
against the problem of self-interest on their part. 

So, in your consultation, we hope you will keep in mind the job 
that is to be done, which is the distribution and utilization of this 
material, and not the preventing of it going into the market. 

We had quite a disastrous experience with a machine-tool industry 
right after the war, World War II, where the machine-tool manu- 
facturers were given the job of saying how the machine tools should 
be distributed. 

Mr. Prxe. Yes? 

Mr. Houtrtetp. Well, their only thought was to keep it from being 
distributed because it was in conflict with current production. 

We recognize that this is a point that has to be taken into consider- 
ation, but not to the detriment of the Government, because, as in that 
case, the machine-tool manufacturers had already made their profits on 
the material that was in the hand of the Government, and then the 
equity of the Government wasn’t getting any realizable value out of 
it by an orderly assimilation into the market, without doing real 
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damage, but certainly not protecting the manufacturers to the point 
where the Government itself was penalized. 

Mr. Prxe. Well, our chief theme on assembling this group has been 
to enlist their help and advice on the merchandising aspect of this 
problem, which, as you correctly state, is the height of the problem. 
It isa big one, and it is a difficult one. 

Mr. Houtrretp. Any further questions from the subcommittee ? 

If not, Mr. Pike, we will excuse you at this time, and our staff will 
keep in touch with you, your staff, and we will want to have you back 
when you are a little further along in your study and when you can 
give this committee additional information. 

Mr. Prxe. I will be happy to supply the committee the answer to 
your searching for this 120-day period that apparently just expired. 

Mr. Houirretp. And also, be prepared to give us a report on your 
study of this ts quickly as possible. I do not think you need to wait 
on this until we call you, but as soon as you have studied that over, I 
think you can give us an indication as to whether you consider it favor- 
ably or not. 

Mr. Fascetyi. One other thing, Mr. Chairman. 

I would like to suggest that we get a status report on all of the 
Hoover Commission reports now being considered by DOD, or, par- 
ticularly, within his jurisdiction, so that we might be able to get some 
kind of an idea on the committee as to a date in the future when we 
might consider the specific recommendations. 

Mr. Houtrtetp. Fine. 

Will you have your staff furnish us a status record when you receive 
the separate reports and when the 30-day time limit runs on them, and 
that will give us a chance to plan our hearings, too, so that it will fit 
in with your completed knowledge? 

Mr. Pree. Yes. 

Mr. McCormack. As I see it, you would not be in a position to really 
come up with the Department’s views until the latter part of June or 
July, would you? 

Mr. Prxr. Considering all of the circumstances that I have men- 
tioned, particularly these reports that are yet to come to us that have 
such a bearing on the other reports, it possibly will be late into June or 
July before we get our work finished on it. 

Mr. Honrrretp. We do not agree with you, that you will have to wait 
that long on your surplus. 

Mr. Prxr. No, I agree with you. 

Mr. Houtrretp. Because this is not tied in with these other reports. 
Your procurement, your depot utilization, your food and clothing, 
they are somewhat tied together. 

Mr. Prxe. That is correct. 

Mr. Houirretp. We do not agree with you, that you will have to wait 
until the latter part of June. I would think you would be ready with- 
in 2 couple of weeks. 

Mr. Prxe. We will pursue this one. 

Mr. Stempler just reminded me that after the time period I have 
given the services, that then I have to give my reports, if it is a joint 
one—that will be a happy thing—with Mr. Wilson, and he currently 
also, for the information of the committee, is attempting to secure the 
services of a special assistant who will be the focal point in his own of- 
fice to receive a combination of the concurrences, or the separate recom- 
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mendations, of his Assistant Secretary, vis-a-vis, the recommendation 
from the military departments. 

Mr. Houtrtevp. Then the Bureau of the Budget is already studying 
these reports, too, and they have copies of them ? 

Mr. Pre. Yes, sir. 

Mr. Houtrtetp. Thank you, Mr. Pike. 

(Thereupon, at 12:35 p. m., the subcommittee adjourned. ) 
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TUESDAY, MAY 24, 1955 


Houser or REPRESENTATIVES, 
St BCOM MITTEE ON Minirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present: Representatives Holifield (presiding), Fascell, Griffiths, 
Riehlman, and Lipscomb. 

Also present: Michael P. Balwan, staff director, and James F. 
Eckhart, assistant counsel. 

Mr. Houtrrevp. The subcommittee will be in order. 

Mr. Mansure, we are glad to have you with us again and we will try 
to finish up your testimony on the Hoover Commission recommenda- 
tions in regard to surplus property. 

I believe we had passed recommendation 14. 

Mr. Mansure. We had passed 15, I believe, unless you have some 
questions on it. 

Mr. Houtrrevp. Allright. Let us take 16, then. 


FURTHER STATEMENT OF EDMUND F. MANSURE, ADMINISTRATOR, 
GENERAL SERVICES ADMINISTRATION; ACCOMPANIED BY MAX- 
WELL H. ELLIOTT, GENERAL COUNSEL; THOMAS PEYTON, DIREC- 
TOR OF REAL PROPERTY, DISPOSAL DIVISION; JOHN THOMAS, 
DIRECTOR OF PERSONAL PROPERTY, UTILIZATION DIVISION; 
LEWIS C. TUTTLE, DEPUTY DIRECTOR OF PERSONAL PROPERTY, 
UTILIZATION DIVISION; CHARLES W. GASQUE, JR., ASSISTANT 
GENERAL COUNSEL; THOMAS A. KENNEDY, ASSISTANT GENERAL 
COUNSEL; PRESTON C. JUMONVILLE, CHIEF OF PROGRAM ESTI- 
MATES AND ANALYSIS BRANCH, OFFICE OF THE COMPTROLLER; 
AND WILLIS S. McLEOD, DIRECTOR, STANDARDS DIVISION, FED- 
ERAL SUPPLY SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Mansvure. I might make a general statement on that, and then 
you will have questions. 

On 16, we concur that contract termination inventories of property 
with low utilization potential be excepted from screening. However, 
this would not apply to contractor termination inventories of so-called 
common use items and equipment which are not now thoroughly 
147 
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screened because current Government contracts contain a 60-day plant 
clearance provision. New procurement contracts should provide for 
a plant clearance period of 90 to 120 days for contractor inventories 
of office equipment, construction equipment, and FSS Stores Catalog 
type items so that such property is not lost to the Government through 
an insufficient screening. GSA proposes to make firm recommenda- 
tions to the DOD and certain other agencies along these lines. 

This time extension would not cover raw materials, components or 
partially finished end items on production lines. Machine tools, 
including production equipment, should continue to be available to 
MRD for screening for DOD use and NIRD stockpiling. 


Mr. Batwan. Is any legislation needed to carry out your proposal 
there 


Mr. Ex.iorr. No, sir. The Holifield Act provides that the handling 
of contractor inventories shall be under regulation prescribed by GSA, 
sir. 

Mr. Howirretp. And you are now preparing regulations on that? 

Mr. Tuomas. Weare working on them now. 


ExuHrsit A 
GSA REGULATION 1-III-304.01 (3-1-55) 


SECTION 304.00—-CONTRACTOR INVENTORY 


304.01 General. Subject to the limitations contained in this part and chapter 
IV, any executive agency may authorize any of its contractors or their subcon- 
tractors to retain or dispose of any contractor inventory under such orders as 
such agency may prescribe. 

304.02 Utilization. 

a. Each executive agency shall provide for use of contractor inventory within 
such agency to the maximum extent feasible, prior to retention or disposal by 
a contractor. In addition, each executive agency shall comply with the utiliza- 
tion requirements and procedures of this part with respect to the following types 
of contractor inventory: 

1. Typewriting machines; office furniture, machines, equipment, and supplies; 
motor vehicles and automotive equipment; printing and binding equipment; 
construction equipment (except hand tools) ; and all items included in the Admin- 
istration Stores Stock Catalog. 

2. Types of property for which known requirements exist either in the con- 
tracting agency or other Federal agencies. Contractors shall be kept currently 
advised by the contracting agency of such types. 

3. Excess property, the quantity or dollar amount of which is substantial, in 
accordance with criteria established by each agency, or as may be directed from 
time to time by the Administration. 

4. Reserved materials. 

5. Narcotics. 

6. Intangible personal property. 

7. Strategic and critical materials. 

8. Such other types of property as may, from time to time, be designated by 
the Administration. 

b. In the case of contractor-owned contractor inventory, compliance with the 
utilization requirements and procedures of this part with respect to the cate- 
gories in paragraph a. above should ordinarily occur prior to the Government’s 
exercising the applicable option to take over such property. When utilization 
efforts disclose that an agency will accept transfer of such property, the appro- 
priate agency shall take the necessary action to acquire this title for the Govern- 
ment. 
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ExnHIsitT B 
GSA ReeuLation 1-1 V-304.01 (3—1-55) 
SECTION 304.00—-CONTRACTOR INVENTORY 


304.01 Retention or disposal by contractors or subcontractors. After com- 
pliance with the applicable requirements of section 304.00 of chapter III, the 
executive agency concerned may authorize the retention or disposal of contractor 
inventory by a contractor or subcontractor in accordance with orders, directives, 
procedures, and review prescribed by such agency, subject to the limitations in 
subsection 304.02 of this section. 

304.02 Limitations. 

a. Contractor inventory shall not be sold to persons known to be officers or 
employees of the Federal Government, as provided in subsection 301.02 of this 
part. 

b. Disposals of contractor inventory, except as executive agencies shall other- 
wise provide, shall be by competitive-bid sales. 

c. Retentions of contractor inventory where such inventory is not offered for 
competitive sale shall be, subject to the terms of the contract, at prices that are 
fair and reasonable and not less than the proceeds that could reasonably be 
expected to be obtained if the property we-e offered for competitive sale at such 
time. 

d. Where the original acquisition cost of serviceable material available for 
sale at any one time at any one location is $25,000 or more, the contractor shall 
publish a notice of proposed sale a reasonable time in advance of such sale in a 
newspaper of general circulation in the locality in which the property is located. 

e. Retention or disposal of substantial quantities of material by the contractor 
shall be subject to prior approval by the contracting agency in accordance with 
criteria established by that agency, or in the absence of such criteria, when the 
acquisition cost of material available for disposal at any one location is in excess 
of $50,000. 

f. Whenever a contractor shall begin negotiations for the disposition to private 
interests of property which cost the Government $1 million or more, or of patents, 
processes, techniques, or inventions, irrespective of cost, the contracting agency 
shall comply with the requirements of subsection 101.11 of this chapter. 

304.08 Disposals by executive agencies. When disposal or retention by a 
contractor or subcontractor cannot be effected upon terms which are advanta- 
geous to the Government, such property may be disposed of by the agency in 
accordance with the surplus disposal procedures of this chapter. However, 
such property may not be donated in accordance with part 2 of this chapter unless 
such donation is specifically authorized by regulation or instruction of the execu- 
tive agency concerned. 


Mr. Batwan. Armed services procurement regulations dealing with 
contractor terminated inventory are very extensive. Are they based 
on your regulations? Do they have to conform with your regulations? 

Mr. Tuomas. We will work it out with them. At the present time, 
I do not know. I cannot answer “yes,” because I do not know how 
much is based on GSA regulations. However, that is a part of the 
problem, in working out these regulations changes. We are familiar 
with the armed services procurement regulations, and it is only an 
occasional portion that bears directly on the GSA utilization and 
disposed programs. 

Of course, again we have been stymied because of the 60-day require- 
ment, and we try, with the bodies that we have, to get this screening 
done. But, it just does not allow enough time on common-use items. 

Mr. Batwan. On common-use items that are within contractor ter- 
minated inventories ? 

Mr. THomas. That is correct. 

Mr. Batwan. The point I am trying to make is that the armed 
services procurement regulations and each of the procurement regula- 
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tions within the military departments are very extensive on that, and 
I am wondering to what extent they have to work with you on that, 
since it is their own contracts provisions that are contained in that? 

Mr. Tuomas. I can answer it in this way, we have not worked with 
them. 

Mr. Hotrrretp. Then you have not prescribed regulations ? 

Mr. Tuomas. No, sir, we have not, on the 60-day clearance busi- 
ness. 

Mr. Horirtetp. You have not prescribed regulations in this field, 
and yet you have the power to do it. Why haven’t you done it? 

Mr. Turrie. Mr. Chairman, we do have some screening require- 
ments in present regulations with respect to contractor inventory. The 
specific thing, however, that we point out in recommendation 16 is this 
present 60-day provision in most of the armed services procurement 
regulations. This is a matter which can be changed in a regulatory 
manner, without changing the law. However, up to this time DOD 
and GSA have not reached, I would say, an agreement as to extension 
of the present clearance period with respect to some of these highly 
desirable excess items. 

We hope, however, that can be done, and Department of Defense 
has been taking increased interest in this particular area. 

Mr. Batwan. You are talking about a very limited part of contract 
terminated inventory ? 

Mr. Tuomas. That is correct. 

Mr. Batwan. That contract terminated inventory, isn’t that mili- 
tary property and, therefore, until it is declared surplus, do you get 
a hand in it at all? Or in other words, as long as it is being screened 
within the Department of Defense, have you any authority to come 
in and tell them how quickly they must clear plants of inventory, and 
so forth ? 

Mr. Tuomas. No, sir. 

Mr. Exxiorr. Not as long as it is being screened within the Depart- 
ment of Defense. But, the point is that on the 60-day deadline, we 
never get a crack at it. It 1s turned over to the contractor, and he 
makes the sale in most instances, 

Mr. Batwan. What you want to do is try to get inside where you 
have some control ? 

Mr. Exxiorr. Relatively speaking, on limited class of property. 
That is, this office furniture and other types of common-use items. 

Mr. Mansoure. Anything we could use in our store stocks. I mean, 
that would include quite a number of office supplies and maintenance 
equipment, and so forth. 

Mr. Ho.rrrerp. This would not include flat aluminum plate, flat 
steel, or that type of material ? 

Mr. Tuomas. No. 

Mr. Exxiorr. It would not include raw material or mill products. 

Mr. Mansure. I would say, Mr. Chairman, it would include items 
which are completed items and usable by other departments of the 
Government. 

Mr. Batwan. You would not want the authority to get in and to 
make efficient, if it calls for that, the screening procedure within the 
Department of Defense? 
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Otherwise, what they are going to do, the plant has the order cut 
back; and they have a big inventory and they just give them 60 days to 
sell a thing there before you people get a crack at it at all. 

Mr. &uus0rr. That is correct. 

Mr. Houirtretp, How about the greater quantities of metals in the 
field of metals, different fabricated shapes and forms which, naturally, 
is the result of a contract termination ? 

At the present time, as I understand it, the Defense Department 
does all of the disposal in that field. You are not interested in getting 
into that field at all, is that it? 

Mr. Tuomas. No not insofar as actually selling those items you men- 
tion are concerned. 

Mr. Mansure. I would not want to say that we are not interested, 
but. we are certainly not staffed to do it. 

Ismn’t that it, John? 

Mr. Tuomas. That is correct. It is an area we haven’t been able to 
investigate or do more than spot check compliance with our regulation. 

Mr. Exxiorr. With this one qualification, all contractor inventories 
are presently screened for materials winch. are on the stockpile list. 
That is the one qualification, Of course, we do not have any semi- 
fabricated items in the stockpile. 

Mr. Mansunre. Those are 78 different items. 

Mr. Houtrtetp, Would they normally be found in a contractor’s 
inve utory ¢ ? 

Mr. Exu1orr. They would not normally be found but occasionally 
they do. It seems to me 6 months ago or so, we had some nickel show 
up, for instance. 

Mr. Mansure. We had one glaring case—are you familiar with the 
particulars—a year ago. We ‘found — they were selling, what was it, 
tungsten ¢ 

Mr. Tuomas. Tungsten powder. 

Mr. Mansure. That is an example of what happened, I believe. 

Mr. Hotrrretp. There is in the report, that particular. 

Mr. Mansure. That would be one sort of thing we would want to 
be sure did not reoccur. 

Mr. Horrrrep. But your regulations have not been issued to date, 
requiring this reporting of common-use items to you in contractor 
determination ¢ 

Mr. THomas. ‘0, sir, except for the items spelled out in our GSA 
regulation 1-I11-304.00, such as typewriters and motor vehicles. 

Mr. Houirretp. Do you not have the power to do that? 

Mr. Tuomas. Yes, sir. 

Mr. Exssorr. Yes, sir. 

Mr. Horariep. Are you going to do it ? 

Mr. Tuomas. Right. 

Mr. Honirretp. This next recommendation is one that we want to 
(liscuss rather completely, recommendation No. 17, (a) that the Ad- 
ministrator of General Services s, In consultation w ith the Department 
of Defense and the Department of Commerce, develop a program for 
the utilization and disposal of contractor-terminated inventories 21d 
other surplus commodities through service contracts with private dis- 
tributing organizations; or (b) that such a program include: (1) the 
(lesignation of types of commodities suitable for distribution and dis- 


posal through private channels, (2) the development of criteria gov- 
64721—56 11 
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erning contractor eligibility, (3) the drafting of appropriate contract 
forms, (4) the establishment of authorities and procedures for Gov- 
ernment control through accounting, pricing, and other control devices. 

I recognize the gravity of this recommendation and the difficulties 
that are involved in it and would like to have your testimony as to 
whether you think such a recommendation could be fulfilled and the 
Government’s interest protected, whatever efforts have been made for 
exploring the possibility of fulfillment and any other information you 
want to give the committee. 

Mr. Mansvure. Mr. Chairman, I would like to make a general state- 
ment, first, that we are prepared to pursue this recommendation. And 
it will be with the cooperation of DOD and the Department of Com- 
merce, as recommended. At present, steps are already being taken by 
GSA to obtain accurate estimates of surplus inventory by category to 
form the basis for developing a firm program. 

Mr. Thomas, I would like you to discuss it from there on. 

Mr. Tuomas. All right. 

Some time ago we decided that we should explore this same avenue 
as is set forth in the recommendation. So we picked out one particular 
type of property, namely, electronic property. We thought that that 
would be a good starting point. 

We developed a sales Bin for that type of property. However, be- 
fore we ooald go into the detailed ramifications of such a sales plan, it 
was necessary for us to get inventories as to what volume of surplus 
would be generated in the foreseeable future. 

We queried the Department of Defense by letter in April and asked 
for that information. We haven’t had an answer from them to date. 

However, we started with electronic property because of the special- 
ized distribution which is apparently available in that field. The po- 
tential avenues for better distribution we felt should bring about 
higher recovery from sales of this type of surplus. We felt we could 
profit from past experience of the Government in selling electronic and 
other specialized items, and produce a sales plan that would be of 
definite benefit to the Government. 

Admittedly, the plan that we have does not meet the full reeommen- 
dation of the report here because it is a sale, a passing of title; but it 
would offer this property in a manner to attract the electronic dis- 
tributors who would be able to bid higher than salvage and scrap 
dealers. And, we would know what we have to offer. That is the big 
point at this particular time. 

It would seem to me that the plan that we have could be installed 
on a trial basis and at the same time, to the fullest extent, develop a 
trial plan for recommendation No. 17, and let the two of them run 
side by side on an experimental basis. 

Mr. Ilontrtetp. Now let’s take these according to their numbered 
recommendations here and explore each one of those one at a time, 
the designation of types of commodities suitable for distribution and 
disposal through private channels, without binding you, of course, in 
this testimony because we are exploring this matter. What types of 
commodities do you think might properly come within that category‘ 

Mr. Tuomas. Well, I believe, you can feel that vou can consider the 
electronic one here, the one I spoke of; automotive parts; aircraft 
components and possibly some of the items in the hardware field. 
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Now that is pretty broad, I mean, that latter. I admit that, but I 
cannot pin the one down, or any particular one. Thus, I think that 
those four, to begin with, and then add others to them where they 
qualify. 

Mr. Honirietp. How about a ship’s parts? 

Mr. Tuomas. Possibly. 

Mr. Houtriexp. Is there considerable generation of ships’ parts in 
the naval program—or maybe I should more properly say in the mari- 
time program—which would lend itself to this type of sales ? 

Mr. Tuomas. I think there is; yes. 

Mr. Ho.irietp. Have you explored the factor of development of 
criteria governing contractor eligibility ¢ 

Mr. Tuomas. No, sir; we have not, but I feel that we can. There 
is a wealth of experience that we can go back to, using it ag a guide- 
line to avoid some of the problems of the previous program. 

Mr. Houirretp. One of your dangers ae of course, is the appli- 
cation of people who are not qualified and who have doubtful financial 
standing and even doubtful ethical backgrounds to participate in a 
program of this type. On the other hand, it is a public program, and 
you are handicapped to a certain extent by the loss. 

However, in the development of these criteria, it does seem that 
experience would be one of the factors that you could require, and ade- 
quate financial ability to store, process, refinish, and distribute would 
be in the nature of the criteria you would require. Then, further, 
in the accountability field. We would have to go into that and in a 
much more accurate and businesslike way than was used under the 
old War Assets Administration in the agency distribution. 

Mr. Tuomas. That is correct. 

Mr. Houirtetp. Have you consulted with the General Accounting 
Office on this problem ? 

Mr. Tuomas. No, sir; we have not. 

Mr. Houtrreip. Do you think it would be proper for you to consult 
with them on working out the proper types of accountability on this? 

Mr. Tuomas. Yes, sir. 

Mr. Houtrievp. It might require a bonding of the contractors. It 
would certainly require accountability, bookkeeping of an approved 
sort. Have you considered overcoming the factor of discrimination 
in allotting these contracts? Have you considered the factor of re- 
quiring bids from responsible people on the handling of this ma- 
terial from the standpoint of the percentage that they would require 
for their services ? 

Mr. Tuomas. Yes. We have not gone into the final forms, as | 
said, but—— 

Mr. Houirretp. Would that not be in the interest of the Govern- 
ment, if you had A, B and C, for instance, dealing in, let us say, 
air component parts, and you would want to set up an experimental 
operation of a certain size handling, let us say, 5 million or whatever 
you thought was a commercially proper quantity of these parts on 
acquisition cost basis, that you would say, “Now, we are prepared 
to issue an experimental contract to determine if this method is a 
method which would obtain for the Government a better return, and 
we are prepared now to accept offers or to consider offers, let us 
say, and we will require certain things,” and then you set out your 
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requirements as to what you will require. Then, in the furnishing 
of their eligibility factors, such as warehousing, financial ability, 
willingness to accept an accountability system and all that sort of 
thing, and there might well be a factor of what percent of the gross 
would you have to have of your gross sales for operation, and for 
what percentage of net would you require for your profits, and would 
you be willing to accept a renegotiation clause in your contract to 
see that you did not receive an absorbent amount of a profit—I am 
just exploring the different things that have occurred as a result of 
my service on the Rizley Committee where I saw so many of these 
factors ignored. 

Mr. Exuiorr. Speaking of that, sir, I know you need no recollec- 
tion of what the Rizley Committee said, perhaps though it would 
be interesting to the other members of the committee if Mr. Kennedy 
could just read the brief or on this specific recommendation 
Soap actually, it was one of the factors that led to John Thomas’ 
study. 

This is from the Rizley Committee report. 

Mr. Kennepy. The Rizley Committee in their ninth conclusion 
said: 

That the failure of the War Assets Administration to make more widespread 
use of the agency contract system of disposal, in handling appropriate types 
of material in its inventory, has occasioned delays in the disposal of such 
types of materials and loss of revenue to the Government. The subcommittee 
did manage, by timely intervention, to insure the continuance of this method 
of the War Assets Administration with regard to the decentralization. 

At the time when the subcommittee went into this matter, the program was 
about to be abandoned because it did not conform to the then current policy 
of the War Assets Administration with regard to the decentralization. 

And as Mr. Elliott pointed out in his preface, the studies of the 
Rizley Committee were part of the pattern that the GSA division, 
responsible made, in order to draft the plan that they were present- 
ing this morning. 

Mr. Houirtevp. The Rizley Committee studies also revealed a great 
many flaws in that system, which you remember. The resident agents 
of the War Assets Administration who had the power of price deter- 
mination became very friendly in many instances with the agents 
themselves, and they were inclined to allow the agent to set the price. 
and it became more or less of a dumping process rather than an 
orderly distribution. 

You had the factor at that time of lack of knowledge of what the 
materials were and where the markets were, and we had cases of 
downright fraud, what was in effect, bribery. Some of us feel that 
these flaws could be overcome—— 

Mr. Tuomas. I think they can. 

Mr. Hortrrevp. In a well-organized system. 

We feel that traveling groups of pricing experts and traveling 
groups of auditors could insure accountability and could insure the 
Government receiving a fair return rather than placing it in a resi- 
dent representative of the agency or—speaking now of the Govern- 
ment agency—with the temptations and familiarity which comes from 
a resident 

Mr. Tuomas. I think safeguards could be set up to counteract those 
very things without too much trouble. Admittedly, the administra- 
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tion cost. is going to bea little bit high, but it should pay off, and 1 
think it will get this material, by the use of this type of disposal, into 
the proper channels. I think it will get the very best returns that you 
can get out of this material. 

Mr. Houirreip. Also, won’t it be of value in your commercial mar- 
ket by having an orderly disposal in the market, rather than a dump- 
ing disposal ¢ 

Mr. Tuomas. Yes, certainly. 

Mr. Hontrretp. And in the place of having people who are unfa- 
miliar with the product and the value of the product doing the sell- 
ing, you would have experts in the line. 

Now, if you could tie the incentive of the agent to the Government 
interest of obtaining a maximum return by making his earnings con- 
tingent upon the percentage of recovery in this field, it would seem to 
be of an advantage to the Government also. 

Mr. Tuomas. It would be a definite advantage. 

Mr. Hottrrevp. For instance, if he was operating on the 30 per- 
cent gross basis, if he could get a dollar for an article, it obviously 
would be better for him than if he would get 50 cents because his cut 
would be larger. 

Mr. THomas. Surely. 

Mr. Houtrtetp. What about the field of the refinishing of parts? 
I am thinking at this time, for instance, of bearings. The bearing 
industry is quite an important industry in wartime and millions of 
bearings were manufactured, and in many instances they were sold 
as junk when, by reclassifying and refinishing, they become usable. 

I know the Navy is engaged in that type of a program right now, 
refinishing and refurbishing expensive bearings and making them 
available to the Government at a very small percentage of the cost 
that new bearings would be. 

There is a field that the agent could perform in; is there not? 

Mr. Tuomas. There are certain types of items similar to the bear- 
ings, that is correct. And it would have to be tied in, of course, very 
closely with the requirement in the purchasing aspect also. 

Now, as to the Navy contracts, while I have general knowledge of 
it, I do not know any details. 

However, Mr. Tuttle, do you know about that ? 

Mr. Turrie. The Navy contracts had an additional advantage, as 
we understood it, of redistribution. The contractor performed a redis- 
tribution function. Bearings would come out of one particular Navy 
installation, would ‘be refinished, tested, regreased and then upon 
instructions from the Navy supply control point, would ultimately 
be, in many cases, reshipped to a point in the Navy where they wera 
needed currently. 

Mr. Houirtevp. In those cases only service charge, I understand, 
was paid for the refurbishing ? 

Mr. Turrie. That is our understanding. 

Mr. Horirrexp, I see. 

Where the other material was released, the refurbisher was free to 
seek an outlet in the commercial market ¢ 

Mr. Tuomas. I believe that is right. 

Mr. Hortrreitp. And obtain whatever he could get for it ? 

_Mr. Turrrx. There is a great deal of equipment necessary for re- 
finishing work on bearings, we understand, but evidently the Navy was 
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able to find contractors who did have some of this expensive test equip- 
ment and still would bid on such a basis that it was economical in the 
Jong run. 

Mr. Tuomas. There are other items, too, Mr. Chairman, standard 
electronic items, such as your filters, condensers, resistors, which gen- 
erally are accepted as standard now, even though maybe a few years 
ago they were not—where this same service area could be developed, 
I think. 

I do not know about aircraft. Do you know of any particular items 
in aircraft, Mr. Tuttle, that woud be applicable to this type of 
potential ¢ 

Mr. Torrie. An example is propellers. Many surplus propellers 
are just placed upon the open market, purchased by a user and put on 
an airplane. Even a slight nick or a bend in the tip will make the 
propeller dangerous. 

There are some firms that are equipped to perform a valuable service 
on checking, testing, and refinishing propellers. That is a large field, 
and propellers today run up as high as $50,000 in original cost for 
some of the larger aircraft. You will still have propeller airplanes 
for a long time. 

Mr. Hotirre.p. I stopped one sale at Kelly Field of aircraft pro- 
pellers that were going at junk prices as a result of a tip to me that 
they were going to be offered for sale, an option sale. I took that mat- 
ter up with Mr. Larson, and he stopped the sale when [ pointed out 
to him that this was on a need list item for export to foreign companies. 
1 forget how many hundred propellers would have gone at just a few 
dollars apiece for a small type of plane. 

Mr. Extiorr. Yes. 

Mr. Houtrtetp. So that, of course, is a matter of screening, and 
knowing that these things are going to be sold. But, it is a point of 
recovery. 

Now, you spoke of the passage of title of this merchandise. What 
are your plans or what is your present thinking in regard to a method 
by which you would maintain control over this material ¢ 

Mr. Tuomas. Well, in the plan that I suggested where an actual 
sale would be made—this plan on the electronics I think probably 
explains it—the details go something like this. The offer on the items 
would be by competitive bid contract on a GSA regional basis. We 
could have as many as 10 contracts by that method, one for each GSA 
regional area. The entire quantity of such equipment would be gen- 
erated by government agencies in the area during a given period. 
Now you could take a 6-month period, a year, depending upon the 
volume and other circumstances. Potential buyers would bid on a 
total to be generated in any one or perhaps more regions. The awards 
would be made on the basis of an overall best return to the Govern- 
ment. The offering would include information as te Government 
credit arrangements and a listing of all the locations where surplus 
may be available during the period together with a nonguaranteed 
estimate on the overall quantity—but a fair estimate as to quantity. 
We would require bids to be on a basis of percentage of acquisition 
cost. 

Now the pricing basis, what we intended to do was to use industry to 
help us do this pricing, as we indicated the other day here, well-quali- 
fied people in these areas. 
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We queried one group on the west coast as to the number of com- 

anies who could qualify to do pricing, the type of business they are 
in—general distributors, that is—and we got quite a listing from them. 
We sent out to Los Angeles and, I think, it is the Los Angeles Times 
that puts out a very fine brochure as to all the business enterprises, 
and there was a good release there on electronic distributors. So that, 
too, proved helpful. Those are the people who are available from in- 
dustry to come in and do this pricing. 

We have had some difficulty in arriving at what we think is the 
proper price for this material. The acquisition costs can be very mis- 
leading as to the commercial value of those electronic items which are 
marketable. 

Mr. Ho.irretp. Now those would be not necessarily manufacturers 
of this material, but they would be distributors? 

Mr. Tuomas. They would be distributors, that is correct. 

Mr. Ho.irtetp. In other words, you feel that the Government would 
be better protected, as this is a distribution job, by calling in expert 
distributors? 

Mr. Tuomas. In that distribution field. 

Mr. Horirtetp. Whose primary incentive is to distribute, rather 
than to manufacture and control the market through manufacturing ? 

Mr. Tuomas. Right. 

We plan to use their counsel, too, as to segregating the wheat from 
the chaff, so to speak. We would solicit recommendations such as, 
“don’t waste time on this component because you just can’t get any 
return whatsoever.” 

Mr. Houtrrexrp. Well, now, you are speaking of credit. That would 
only be necessary where you are actually selling the material to the 
agent and, of course——- 

Mr. Tuomas. That is right, that is under this plan. 

Mr. Houirtevp. That is under the plan of passing title. 

Mr. Tuomas. That is right. 

Mr. Ho.irretp. Now do you have any other plan that would more 
properly fit into what you would call a consignment type of merchan- 
dising ? 

Mr. Tuomas. No, sir, but we are prepared to go ahead on the agent 
plan on a test basis and run them side by side, as I said, on an experi- 
mental basis. 

Mr. Hotirie.p. Both consignment and passage of title? 

Mr. Tuomas. And passage of title. 

Mr. Hotirtexp. I see. 

Mr. Tuomas. I think it is a fair way to go at it, and that there is 
enough inventory to do it. 

In other words, I see no reason why we cannot do it. 

Mr. Horirievp. And you would go into this on a test basis, would 
you, an experimental basis, before you accepted it as a regular pro- 
cedure ? 

Mr. Tuomas. That is correct. 

Mr. Houirretp. This would not interfere with other methods of dis- 
tribution, such as auction sales ? 

Mr. Tuomas. No. 

Hr. Hortrterp. Or, spot bids? 

Mr. Tuomas. No, those methods would remain in use. 
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ane That would be in a different type of merchandise, 
thoug 

Mr. Tuomas. That is what I was going to say. We would keep this 
type of merchandise that we are using on these two trial basis, out 
of the entire area of disposal so that you would not have the two types 
of offerings at the same time, on identical categories of property. 

Mr. Horirtecp. Assuming that it was on a consignment basis, you 
would not allow the same percentage of profit to the distributor as you 
would on a passage of title | 

Mr. Tuomas. That is right. 

Mr. Houtrtetp. Because he could be relieved of the capital invest- 
ment and inventory ? 

Mr. Tuomas. That is right. 

Mr. Houirteip. And I suppose you would judge then the percentage 
that would be allowed after comparing it with ordinary commercial 
operations, and making allowances for the usual expenses attendant to 
that operation and, certainly, giving the Government the advantage 
of the capital inventory investment factor ? 

Mr. Tuomas. Right. 

Mr. Houtrrevp. Mr. Balwan has some questions here. 

Mr. Batwan. I did not understand his answer to the chairman 
on accountability. 

Do you have an accountability problem in your plan ? 

In other words—— 

Mr. Tuomas. No. 

Mr. Batwan. In other words, is not the title—let’s take the mate- 
rial owned at Airport Holabird, which is one of the stations suggested 
in the plan that you have. That property is owned by the Army at 
Holabird. You planned to take it over to sell it. While you have it 
in your possession, before it is sold, it is still Army property, isn’t it’ 

Mr. Tuomas. We would not take accountability, that is correct, in 
the general sales plan furnished to the committee earlier. 

Mr. Batwan. You would not? 

Mr. Tuomas. We would take custody but not accountability. 

Mr. Batwan. Would the Army, then, have to continue its own ree- 
ord keeping on that property that has been assigned to you? 

Mr. THomas. Only fe the period when we take custody and we 
finally sell it. It actually happens right now, because the consignment 
using the location that you are talking about—what happens there is 
that if a military service, such as Quartermaster Engineers, consign 
property over to a selling unit, one of these locations, such as Aberdeen 
or Holabird, the accountability still stays with that service until it is 
disposed of by a disposal officer. So, there will be no change in that 
whatsoever. 

Mr. Batwan. The military department would insist, though there 
is no advantage to an agent as long as they have to keep accountability 
and have all that record keeping with respect to their property. The 
point I am making here is, Tas not see how you resolve the account- 


ability problem, as the military departments see it. I see no advan- 
tage to having you come in and take their property over, and they 
still have to keep it on the records as inventory and everything else. 
Mr. Tuomas. Well, I mean, the accountability all belongs to the 
I‘ederal Government, and the accountability is established. It is in 
that Army area, or any holding agency, and there is no difference 





bet weer 
We issu 
still ren 
ing it. 
As k 
I see nc 
be in tr: 
Mr. I 
1 hay 
progral 
that yor 
Mr. 7 
Mr. | 
a certa 
agent t 
generat 
und the 
success 
did not 
no firm 
pilot pi 
the list 
the san 
they ca: 
In ot 
to mak 
Mr. 7 
Mr. ' 
ment aj 
the ver: 
I thi 
progra 
with G 
wreck k 
Mr. | 
on acce 
They h 
sonal } 
Thoma 
to come 
In pt 
The a 
from 3.§ 
each qui 
1.0 perce 
The p 
ranging 
Now 
Begin 
sale of 
of fiseal 
$44 mill 
(Uti 
the fisc 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 159 


between that and when we transfer within the Federal Government. 
We issue a document, a transfer document, so that accountability can 
still remain and would remain. There would be no reason tor chang- 
ing it. 

As long as it was in the custody of a Federal disposing agency, 
[ see no reason for going through the administrative cost there would 
be in transferring the accountability. 

Mr. Batwan. 4 will not pursue that point. 

1 have another point that 1 want to cover, and that is, in any pilot 
program for an at agent which would run parallel to the plan 
that you propose in this long-range plan here—— 

Mr. Tuomas. ‘Then we would have accountability. 

Mr. Batwan. This is the point I am trying to raise. If you take 
a certain class of materials and hire on the test basis an industry 
agent to sell for you, let us say it happened to be Douglas Aircraft, 
generators and some other electrical components that fit into planes, 
und they are handling this on a regional basis. I am wondering what 
success you would have with such an industry agent pilot plan if you 
did not control all of the Douglas generators in the country, because 
no firm is going to buy on a fixed-price basis, from an agent from a 
pilot program, say, in Baltimore here as aang as he can wade through 
the list of surpluses being advertised throughout the country and find 
the same thing being listed on a sealed bid basis in California that 
they can pick up for 2 cents on a dollar. 

In other words, you just have to preempt a class of property in order 
to make this a fair test. 

Mr. Tuomas. That is true. 

Mr. Turtrie. That is actually one of the elements of any consign- 
ment agent’s plan which must be present if it is going to work out for 
the very reason that you have mentioned. 

I think that was pretty clearly demonstrated under the War Assets 
program also. You cannot have Government installations competing 
with Government agents selling the same types of property, or you 
wreck both programs. 

Mr. Batwan. I had an observation from their report on utilization 
on access and disposal property, and it is on page 7, Mr. Chairman. 
They had a discussion on the proceeds from the sale of surplus per- 
sonal property, and I bring this up from the point of view of Mr. 
Thomas’ comment on the higher administrative costs that are going 
to come as a result of this. 

In paragraph 1 on page 7 of this report it says: 

The amount received from sales of surplus personal property has represented 
from 3.8 percent to 10.2 percent of the original cost of the property sold during 
each quarter. The average return on sales during the 3-year period 1952-54 was 
7.6 percent. 

The property Sold as surplus included material and all degrees of conditions, 
ranging from scrap and salvage to unused property. 

Now look at the third paragraph, and it says: 


Beginning January 1, 1954, data on proceeds of sale of scrap and from the 
sale of all other property have been separately reported. During the last half 
of fiscal year 1954, proceeds from the sale of property other than scrap totaled 
$44 million and represents 5.7 percent of the cost of such property. 


(Utilization of excess and disposal of surplus personal property for 
the fiscal years 1952-54 follows: ) 
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UTILIZATION OF EXCESS AND DIsposaL or SurpLUS PERSONAL PROPERTY, 
FiscaL YEARS 1952, 1953, anp 1954 


(Compiled by General Services Administration, Federal Supply Service, 
Personal Property Utilization Division) 


FOREWORD 


Under the Federal Property and Administrative Services Act of 1949, as 
amended, the Administrator of General Services is responsible (1) for prescrib- 
ing policies and methods to promote the utilization of personal property which 
is excess to the needs of individual Federal agencies, (2) for providing for the 
transfer of excess property among Federal agencies, and (3) for supervising 
and directing the disposal of property which is surplus to the needs of the entire 
Government. 

Each executive agency is responsible for maintaining adequate inventory con- 
trols and accountability systems for its property, for surveying its property to 
determine that which is excess to its needs, and for transferring or disposing 
of its excess and surplus property in accordance with regulations issued by GSA. 
Similarly, each agency is responsible for reassigning property among its own 
activities and for obtaining for its own use property which is excess to the needs 
of other agencies. Excess property is to be used in lieu of newly purchased 
property to the maximum extent possible. 

Large savings are realized through the transfer for continued use of property 
no longer required by the holding agencies. These transfers make unnecessary 
the purchase of new property from commercial sources. They reduce storage 
and other costs and curtail disposal of property as surplus. 

Under the GSA regulation, excess property having a high potential for further 
utilization is reported to GSA for circularization and systematic screening by 
Federal agencies. Transfers are made at fair value, as determined by GSA, or 
without reimbursement. Some excess property is transferred to GSA’s stores 
depots for redistribution in lieu of new property to Federal agencies. 

Excess property of low potential utilization and specialized property of interest 
to only a few agencies are not required to be reported to GSA. Property not 
reported includes such things as scrap, salvage, electronic material, aircraft 
parts, and war material. 

Excess property for which no Federal use is found is determined to be surplus 
and is disposed of by sale, donation, abandonment, or destruction. Donations 
are primarily for educational and public-health purposes. Property having no 
commercial value, or for which the estimated cost of continued care and han- 
dling would exceed the estimated proceeds from its sale is donated to public 
bodies, abandoned, or destroyed. Proceeds from the sale of surplus property 
are either covered into the Treasury as miscellaneous receipts or, where reim- 
bursement of funds is required by law, are retained by the selling agencies. 


Notes on data presented herein 


This pamphlet summarizes data on the utilization of excess and the disposal 
of surplus personal property submitted quarterly to GSA by Federal agencies 
on standard form 121. The data cover property located in the continental 
United States, Hawaii, Puerto Rico, and the Virgin Islands. 

The pamphlet, the first of its type, covers the fiscal years 1952, 1953, and 
1954. Data for the period prior to July 1951, when agencies were engaged in es- 
tablishing effective internal reporting systems, are excluded as incomplete. 

Data shown on property determined to be excess are net amounts, representing 
gross totals less withdrawals. 

Data on transfers of excess personalty include transfer effected directly be- 
tween agencies as well as transfers effected as a result of circularization and 
other GSA utilization activities. They include property determined to be excess 
prior to the period covered as well as property determined excess during each 
period. 

Data on disposition of surplus property reflect all disposals regardless of 
whether the property involved was first reported as excess to GSA. Disposals 
for each period include property determined surplus prior to, as well as during, 
the period covered. 
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SUMMARY 


Personal property determined by Federal departments and agencies to be ex- 
cess to their needs rose from $436.9 million (acquisition cost) in fiscal year 1952 
to $884.5 million in 1953, and to $1,885.1 million in 1954. 

The total amount of personal property transferred for further Federal utili- 
zation during fiscal year 1952 amounted to $43.9 million (acquisition cost). 
Transfers rose to $68.1 million in 1953, and to $73.8 million in 1954. Most trans- 
fers were made without reimbursement, except for costs incurred in the physical 
movement of the property. 

Personal property disposed of as surplus increased from $431.1 million (ac- 
quisition cost) in fiscal year 1952 to $636.1 million in 1953, and to $1,347.9 million 
in 1954. Sales accounted for over 90 percent of total disposals during the 3- 
year period. 


UTILIZATION AND DISPOSAL ACTIVITY, BY FISCAL YEAR 
(Acquisition cost in millions of dollars) 


OS 100 ——_——_—__________——_- 2000 
1,885.1 ‘ 
Property Excess property Property disposed 
determined transferred for of as surplus 
excess further utilization 


1952 1953 = :1954 1952 1953 1954 1952 1953 1954 


Fiscal Years 


PERSONAL PROPERTY DETERMINED EXCESS 


The volume of personal property becoming excess to the needs of individual 
Federal agencies has increased continuously since inception of the utilization 
program. With one minor exception, property determined to be excess has in- 
creased in each succeeding quarter, rising from $86.1 million (acquisition cost) 
in the first quarter of fiscal year 1952 to $593.8 million in the last quarter of fiscal 
year 1954. This constitutes a sevenfold increase during a period of only 3 years. 

The amount of property determined excess which was reported to GSA for 
utilization screening among Federal agencies increased from $11.1 million in 
the first quarter of 1952 to $149.5 million in the fourth quarter of 1954. Excess 
property reported to GSA has represented from 13 to 40 percent of the total. 
Excess not reported to GSA consists of (a) property predetermined to be without 
appreciable utilization value, such as scrap, arms, ammunition, and other imple- 
ments of war, and highly technical items; and (b) property of interest to a lim- 
ited number of other agencies, for which transfers are arranged directly between 
the agencies. 
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$93.8 





Cost of Property Determined Excess 
(Millions of dollers) 


475.4 475.9 
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EXCESS PERSONAL PROPERTY TRANSFERRED FOR FURTHER UTILIZATION 


The amount of excess personal property for which further use has been 
found within the Federal Government under the GSA program rose sharply from 
$43.9 million (acquisition cost) in fiscal year 1952 to $68.1 million in 1953, and 
climbed to $73.8 million in 1954. The administrative costs of interagency screen- 
ing remained at approximately the same level throughout the 3-year period. 

Quarterly transfers have ranged from $8.3 million in the first quarter of fiscal 
year 1952 to a peak of $28.6 million in the second quarter of fiscal year 1953. 
Most transfers during the 3-year period were effected without reimbursement, 
except for transportation and related expenses. 

Property transferred for continued utilization consisted of an extremely wide 
variety of commodities. Items involved included telephone wire, radar sets, 
marine craft, house trailers, aircraft, chemicals, medical supplies, hospital 
equipment, refrigeration units, construction material and equipment, material- 
handling equipment, and cargo parachutes. In addition, large quantities of 
common-use items such as office furniture, typewriters, and file cabinets were 
transferred between agencies. 

The condition of the property transferred ranged from unused to damaged but 
repairable. In the case of office furniture and typewriters, repairs were ar- 
ranged by GSA, where economical, in order to increase the useful life of the 
equipment. 
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The transfer for further use of property becoming excess to the needs of hold- 
ing agencies yields large savings through making unnecsssary the purchase of 
new commodities. The current market prices of many of the commodities 
transferred are much higher than the prices originally paid by the Government. 


Excess one Transferred for Further Utilization 
ition cost in millions of dollars) 


28.6 


[st 2nd 3rd 
FY 1953 


DISPOSAL OF SURPLUS PERSONAL PROPERTY 


Disposals of personal property which had been determined to be surplus to 
the needs of the entire Federal Establishment rose from approximately $100 
million per quarter (acquisition cost) during fiscal year 1952 to a peak of $470 
million during the quarter ending June 30, 1954. 

Sales have accounted for the bulk of disposals, representing from 87 to 93 
percent of the quarterly totals during the 3-year period. Donations have ranged 
from $5 million to $24 million per quarter and have represented about 6 percent 
of total disposals. Donations for educational and public health purposes, in- 
cluding donations to institutions of special interest to the Department of Defense, 
have exceeded by many times the limited disposals to public bodies. Abandoned 
and destroyed property has ranged from $3.1 million per quarter to $10.9 million. 


Disposals of Surplus Personal Prope 
(Acquisition cost in millions of do Sollere) . 
otal 


All other disposals 


112 
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{Acquisition cost in millions of dollars] 


Donated 


oe oe er 
Period Educational destroyed - 
; To publie 
and public bodies 


Total 


ee 
Fiscal year 1952, total 

Ist quarter 

2d quarter 


3d quarter 
4th quarter 


Fiscal. year 1953, total 


i 
m | Come 


ro. 
2@wrw 


PROCEEDS FROM SALE OF SURPLUS PERSONAL PROPERTY 


The amount received from sale of surplus personal property has represented 
from 3.8 to 10.2 percent of the original cost of the property sold during each 
quarter. The average return on sales during the 3-year period 1952-54 was 
7.6 percent. 

The property sold as surplus included material in all degrees of condition, 
ranging from scrap and salvage to unused property. The original cost of the 
property sold as scrap usually cannot be determined. In the absence of cost 
data, agencies commonly substituted the value realized from sale. 

Beginning January 1, 1954, data on proceeds from sale of scrap and from sale 
of all other property have been separately reported. During the last half of fiscal 
year 1954, proceeds from the sale of property other than scrap totaled $44 million 
and represented 5.7 percent of the cost of such property. 

10.2 Proceeds from Sale of Surplus Property es Pescentage of Acquisition Cost 


8.5 8.8 


8.2 8.4 
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[Millions of dollars] 





Acquisition | \Sales proceeds 
cost of Sales pro- | as percentage 
erio os 
Period property ceeds! _| of acquisition 
sold cost 


a 


Fiscal year 1952, total awdid $381.0 $29. 5 


POMS | 


1st quarter. -- sesnnwssedesrebieusese . f 7.8 | 
2d quarter Baia ~etscee. :. 7.6 
3d quarter - ---- pasrnand wen dag eee n tong slate nin tle dae aa .6 | 

4th quarter : , 105. 


coms cao! sa 


Fiscal year 1953, total : ye. ae > (oe 


~1 


Ist quarter : iron p pacoahel dean aaalin led aake 161.0 
Be QUI ese eb adn. 5 5 secs etd alin won caee ‘ 139. 0 | 
Br QIN erase sere Fo geee eee cee e cee 127.0 
4th quarter avons ee sata 154. 2 | 
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tp | ee are . 5 4, 240. 7 | 


lst quarter ‘i r Shae 195.7 | 
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3d quarter 
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1 Proceeds include income from sale of scrap. 





Excess personal property 


[Acquisition cost in thousands of dollars] 


| p sistent iabeiiceiBea eae’ Property transferred for 
eet Property determined excess | Farther utilisation 
ac 


was = als 
Agency Without | With 

Reported Not reim- | reim- 

tion, to GSA | reported | | burse- burse 


’ the |} ment | ment 


cost F ae oF a, vi cD Pet 
Total $75, 789 | $361, 102 | $436, 891 $39, 053 | $4, 808 $43, 
sale Department of Agriculture 1, 228 | 832 | 2, 060 | 380 | 293 | 
iscal Atomic Energy Commission 2,306} 4,184| 6,490 | 251 1, 027 | 
llion Central Intelligence Agency - - 20 29 | 49 34 7 
Department of Commerce. - - - 1, 612 7, 956 9, 568 940 | 324 | 
Department of Defense... - - | 56,200 | 336,934 | 493, 134 32, 860 583 
Economic Stabilization Agency 64 36 | 100 68 31 
Export-Import Bank of Washington () ) 0 0 
Federal Communications Commission 5 } 1 (‘) 
Federal Mediation and Conciliation 
Service _- il ‘ 8 
Federal Power Commission 4 | 0 
Federal Trade Commission 9 q 0 
General Accounting Office _- | 16 | 36 ‘ 89 
General Services Administration 
Department of Health, Education, and 
Welfare 
Housing and Home Finance Agency 
Department of the Interior 
Interstate Commerce Commission 
Department of Justice _- 
Department of Labor__- 
National Advisory Committee for Aero- 
nautics 
National Capital Housing Authority 
National Labor Relations Board_. 
Panama Canal Company. , 
Post Office Department 457 
Railroad Retirement Board_.___- 4 
Reconstruction Finance Corporation __-- 221 
Securities and Exchange Commission - ‘ 11 
Slective Service System -- . ‘ ‘ 13 
Smithsonian Institution. --- , 1 
Department of State ; 3 42 
Tennessee Valley Authority - - 1, 347 
Department of the Treasury -- : 2, 652 
U.S. Civil Service Commission ‘ 14 
U.S. Tariff Commission-- 8 
Veterans’ Administration. ___- ; 2,8 7, 395 





' Less than $500. 
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Surplus personal property 


{In thousands of dollars] 


Acquisition cost in thousands of dollars 


Donated 


Agency | | eee 
ae Sold! | Total 
To public er 

| stroyed 


bodies | 
| j } 
A a ee 


+ Depa 
bt catkins «ee ‘ » 27, 17% $1, 988 $20, 921 mel $380, 978 Is $431, 060 $29, 475 Atom 


- —_—_———— ——|—-—_— Centr 

Department of Agriculture .-___.-- / 36 f S| 2 383 3, 553 , 552 Civil 
Atomic Energy Commission | 1, 592 2, 207 299 Depar 
Central Intelligence ars . 0 0 2 Depar 
Department of Commeice- - alstinebiinitie f 198 7, 806 8, 833 1, 36: Econc 
Department of Defense __ - yo 22, ‘ 19, 664 358, 664 401, 849 23, 673 Execu 
Economic Stabilization Agency... 1 2 (?) 9 Defen 
Ex sport, -Import Bank of Washington... _. 0 (2) Feder: 
Federal Communications Commission __-- ; (2) | 3 Feder: 
Federal Mediation and Conciliation Serv- Feder. 
ice : 0 9 Sery 
Federal Power Commission _.__- | | 0 | (2) } 1] Feder: 
Federal Trade Commission _ -- be aad } | | 0 0 Feder: 
General Accounting Office soeter sl 0 29 Gener 
General Services Administration... . 3 | 33 | . 46 ' 36 Gener 
Department of Health, Education, and | | Depar 
elfare___. | 5 | | ie. 2 Wel 
Housing and Home Finance Agency... 55 | e 2 Housi 
Department of the Interior ‘ 5 | f 2, A Hy 547 Indiar 
Interstate Commerce Commission | : | 10 Depar 
Department of Justice _ - - aii } Inters 
Department of Labor. f 57 3 Depar 
National Advisory Committee for Aero- | | Depar 
nautics --| 3 5 : 5 Mutu: 
National Capital Housing Authority... Natio 
National Labor Relations Bowed aS ee nau 
Panama Canal Company. : | Natio1 
Post Office Department pind Natio. 
Railroad Retirement Board. 5 ii Panar 
Reconstruction Finance Corporation -_- Post ¢ 
Securitics and Exchange Commission_ --- Railro 
Selective Service System Recon 
Smithsonian Institution. - ee 0. Securi 
Department of State __- bat. 2 .| 20 | Select: 
Tennessee Valley Authority ete 0 | Smith 

De partment of the Treasury. .. ‘ 360 | Small 
U. 8. Civil Service Commission : 10 1 12 Depar 
U. s. Tariff Commission _-- 1 0 | | Tax C 
Veterans’ Administration... ._... 1, 158 99 | 27 | i Tenne 
| I Jepar 


o | 


= =) 
oornmoocoocoroce 





salts iagiiaiitiiareaean cl SS a - U 


1 Property sold includes scrap, the cost of which is not generally available. In some instances, sales U. 8. ' 
proceeds have been reported in lieu of acquisition cost. Vetere 
§ Less than $500 
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Eacess personal property 
(Acquisition cost in thousands of on 


Property transferred for 


> 9% ; . 
Property determined excess further utilization 


Agency | Without | With 


. reim- reim- 
Total burse- burse- 
} ment ment 


nape Not 


| toGSA reported Total 


TO iiasiin as thesecsance ----| $290, 448 | $594, 095 $884, 543 $63, 539 $4, 571 $68, 110 


Department of Agriculture__....-..-.--. 886 1, 513 2, 399 248 97 345 
Atomic Energy Commission... ...--.-- : 8, 089 13, 364 21, 453 2, 787 594 3, 381 
Central Intelligence Agency . 1 1 2 0} 0 0 
Civil Aeronautics Board - -- -- <id~o 13 | () 13 2 | 0 
Department of Commerce. - -. . 9, 774 | 3,979 | 13,753 1, 840 | 699 
Department of Defense - ...-.....-- | 251,902 | 561, 368 | 813, 270 | 923 
| 
| 
| 





Economie Stabilization Agency. ---- 1,053 | 386 1, 439 399 
Executive Office of the President -- - _- | 7 | 2 9 

Defense Production Administration... .._- 0 3 
Federal Civil Defense Administration _. 30 | 0 
Federal Communications Commission____| 26 | 31 
Fe de ral Mediation and Conciliation | | 


608 
9 
3 | l 
30 20 
57 | 4 
i. 9 | 0 | 9 4 
Federal Power Commission __- | 2 | 9 | 13 
Federal Trade Commission -_--- -- ~- | 0 | 7 4 
General Accounting Office... ...... 14 28 | 18 
General Services Administration... ___| 5, 96 0 , 96 795 
Department of Health, Education, and | 
Welfare... -- -} 375 | 227 
Housing and Home Finance Agency. eed 673 | 5, 409 





Indian Claims Commission_.- 3 0 | 
Department of the Interior | Z 287 
Interstate Commerce Commission. . - - 7 4 
Department of Justice. - brates 46 | 
Department of Labor_ me . 39 | 
Mutual Security Agency. oath é Ri 
National Advisory Committee for Aero- 
nauties aoa! 3 | 
National Cs apital Housing Authority | | 0 | 
National Labor Relations Board... - - | 0 | 
Panama Canal Company--- aes im 7 | 0 
Post Office Department____. ant . | 331 
Railroad Retirement Board. -| 1} 
Reconstruction Finance Corporation... ad 46 
Securities and Exchange Commission - } d @) 
Selective Service System _.---- | | 0 
Smithsonian Institution . - ¢ 0 
Small Defense Plants Administration : 0 
Department of State__.____- 2 27 | 
Tax Court of the United States__- | 0 
Tennessee Valley Authority. .....-- 1, 700 
Department of the Treasury : E 3, 050 
U. 8. Civil Service Commission 25 
U.S. Tariff Commission. -. - oy coud 2 0 
Veterans’ Administration.._. . dl yep Sal 2, 234 , 809 | . 2, 954 











| Less than $500. 
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Surplus personal property 
- thousands of — 


Acquisition cost 


Donated 
iilpgiaeiii ee. Sales 
: : proceed: 
Educa doned Sold! Total 9 
tional ino public, °F de- 
and bates stroyed 
yublic 
ealth 
| 


Total. $36, 781 | $15, 390 | $581, 225 $636, \44 $44, 377 


-__... 


Department of Agriculture... ...-- 569 197 1, 952 | 2, 127 
Atomic Energy Commission... ---.-_- 1, 286, 5 586 | 9, 121 11, 099 
Central Intelligence Ageney-_-..__ - --- 38 0 0 
Civil Aeronautics Board _--- ' 5 8 0 0 8 
Department of Commerce. --.-.....----- 1, 289 ‘ 345 5, 564 7, 422 
Department of Defense. - --- 27, 195 : 13,288 | 549,565 | 591, 966 
Economic Stabilization Agency. __ = 64 4 10 82 
Executive Office of the President-.-___- 0 3 | 0 0 
Defense Production Administration 33 (2) 3 s 
Federal Civil Defense Administration - -- 0 0 0 0 
Federal Communications Commission ‘ 28 | 1 49 
Federal Mediation and Conciliation Serv- 
ice mane 6 
Federal Power Commission_- ‘ f 0 | 6 
Federal Trade Commission. - ( 0 
General Accounting Offfice..-...........-- , 0 103 
General Services Administration. ; 8 | : 4, 184 
Department of Health, Education, and 
Welfare -.- 5 | 538 
Housing and Home Finance Agency. ccehed 5 ‘ 359} 3, 4,041 
Indian Claims Commission. ; ; 0 
Department of the Interior b f ! 2 2, 750 
Interstate Commerce Commission. - - f 5 
Department of Justice. -- -- { : 5 | ! 199 
Department of Labor--- ieee ; 40 
Mutual Security Agency 8 
National Advisory Committee for Aero- 
nautics_- - ‘ p 4 158 
National Capital Housing Authority x | (2) 
National Labor Relations Board_. (2) 
Panama Canal Company. . ( 10 
Post Office Department_-_._._-.-.-- f 2: 395 
Railroad Retirement Board _--_. _. 5 2 36 | 51 
Reconstruction Finance Corporation___. 5 152 
Securities and Exchange Commission. ‘ 24 
Selective Service System ; 14 
Smithsonian Institution : 
Small Defense Plants Administration 
Department of State A 130 | 
Tax Court of the United States_. , 0 0 
Tennessee Valley Authority. __.__-- 0 ; 1, 730 
Department of the Treasury hy 486 5 | 4, 334 














1 
2 
130 





U. 8. Civil Service Commission... _. 42 49 
U.8. Tariff Commission ‘ 9 ) 9 
Veterans’ Administration ealaiacecn 3, 245 3 3, 775 











' Property sold includes scrap, the cost of which is not generally available. In some instances, sales pro- 
ceeds have been reported in lieu of acquisition cost. 
2 Less than $500. 
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Hocess personal property 


[Acquisition cost in thousands of dollars] 


Property transferred for 


Property determined excess further utilization 


ales R 4 N Without With 
aa eporte Not reim- reim- ae 
ceeds toGSA | reportea| 7°tal burse- | burse- | 7 °tal 
ment 


$469, 999 a 415,976 $1, 1885, 075 $68, 036 $73, 764 


—$——_.. 


Department of Agriculture. pe beaaaas 495 3, 462 3, 957 359 5 485 
844, 377 Atomic Energy Commission. - 7, 461 20, 527 27, 988 2, 283 , 10% 3, 386 
- 7 


Central Intelligence See = 49 59 108 7 
Civil Aeronauties Board. idabetean decd 131 2 133 91 95 
Department of Commerce. 4, 660 13, 293 17, 953 3, 321 5! 3, 872 
Department of Defense. Bui 485, 659 |1, 358, 102°|1; 793, 761 50, 711 52,514 
Executive! Office of the President _ ‘ 7 20 27 6 0 6 
Farm Cretlit Administration -__- 0 () () () 
Federal Civil Defense Administration -- 32 32 
Federal Communications Commission ___-| 14 22 
Federal Mediation and Conciliation 
Service... .. 21 | 
Federal Power Commission... __- a 3} 17 
Federal Trade Commission - — il 
Foreign Operations Administration... _-- | 5 ; 76 
General Accounting Office. woe----s] 75 | 
General Services Administration _- 5, 936 6, 116 
Department of Health, Education, and 
Welfare- wads f f 1, 703 
Housing and Home Finance Agency. | , 986 10, 987 
Indian Claims Commission-.-.--....--.---| (4) 
Department of the Interior wal 6, 936 
Interstate Commerce Commission - sae f 64 
Department of Justice ee 30% 5 363 
Department of Labor-. j 90 | 152 | 
National Advisory Commission for Aero- 
nautics _ a f 5 | 656 | 
National Capital Housing Authority. . : 3 | 
National Labor Relations Board _. = 1 
Office of Defense Mobilization _ - j 160 | 
Panama Canal Company-.-.-------...----- 1 | 
Post Office Department.-.___....--...--*--| 17 | 211 | 
Railroad Retirement Board _. at) 7 | 2 | 19 
Reconstruction Finance Corporation Sisal 353 | ( 447 
Securities and Exchange Commission. ----! : 20 
Selective Service System. ‘ é \ 140 | 
Department of State_. 409 
Tennessee, Valley Authority. _- : 4 , 909 
Department of the Treasury _. 3, 236 2, 45 f , 686 
U. 8, Civil Service Commission } | 75 
U.S. Information Agency. -.- | 75 | 3 | 948 | 
Veterans’ Administration... - 


B 1 — wn 
BRS aosom ~~ 

















! Less than $500. 
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Surplus personal property 
{In thousands of dollars] 


Agency 


Tete: .i-...) Ski d-- 


Department of Agriculture --_--...__-_- 
Atomic Energy Commission. ---- --- 
Central Intelligence Agency - - - 

Civil Aeronautics Board --- and 
Department of Commerce. - -- at 
Department of Defense. --- oe 
Executive Office of the President 
Farm Credit Administration - -_---__- 


Federal Civil Defense Administration ____| 
Federal Communications Commission. ---| 


Federal 
ae TE are oe oe 

Federal Power Commission 

Federal Trade Commission -- --- 

Foreign Operations Administration 

General Accounting Office.. -..-...------ 

General Services Administration __-_-- 


Mediation and Conciliation | 


Department of Health, Education, and | 


IN UO h «wines Sth we na dik Boone 
Housing and Homo Finance Agency--- 
Indian Claims Commission. Ben 
Department of the Interior 
Interstate Commerce Commission 
Department of Justice 
Department of Labor-- 


National Advisory Committee for Aero- 


nautics_-_--.--- 
National my H 
National Labor Relations Board__-_--_-_- 
Office of Defense Mobilization - - - -- 
Panama Canal Compaay.-.---------- 
Post Office Department. -_----- 
Railroad Retirement Board -___--.__---- 
Reconstruction Finance Corporation... 
Securities and Exchange Commission. 
Selective Service System_. 
Department of State 
Tennessee Valley Authority 
Department of the Treasury 
U.S. Civil Service Commission 
U. 8. Information Agency - 
Veterans’ Administration... 
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| 


0 
64 
83 


1, 074 
989 


155 
(3) 
187 


53 


245 | 


43 


203 
0 


2 | 
6 | 


(3) 


70 
1 | 
0 | 


9 

22 
173 

0 

1, 289 


82 | 


145 
1, 809 


1 Property sold includes scrap, the cost of which 
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1 
0 


15 


Aban- 
doned 

or de- 
stroyed 


$30, 251 


272 


0} 
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11 | 


0 


22 | 
ie 
0 | 

125 | 


(3) 


1 | 
| 350 





Sold ! 


$1,240,706 | $1,347,014 


2, 305 
15, 555 
0 


4 
17, 226 


Total 


% 309 
19, 558 
50 

38 

21, 126 


1, 184, 320 |1, 273, 369 
0 3 


| 
j 
| 
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| 
| 
| 
| 
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is not generally available. In 


1 
2 
16 


212 


some instances, sales 


proceeds have been reported in lieu of acquisition cost. 

2 This amount does not agree with total of $93.5 million on page 7 since proceeds from sale of scrap are 
not included above. 

3 Less than $500. 


The observation I make is, Mr. Chairman, is that even after they 
took the sale of scrap, which should have raised the return, the reverse 
happened and the return has gone down from an average of 7.6 to 5.7. 

I do not see how that happened. Is this a peculiar situation in the 
kind of materials which were offered after January of 1954, because 
it would appear that if you take the sale of s¢rap out, that this price 
would have gone up, the price in your table would have gone up? 

And do you know that in your table, your second column of figures, 
called “Sales proceeds,” has an asterisk which says that prices include 
income from sale of scrap? And do you know in your fiscal 1954 sec- 
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tion of your sales proceeds, you do not have an asterisk indicating that 
the sale of scrap was eliminated from those figures ? 

I cannot reconcile your tables, and the things seem to be mixed up 
to me. 

Mr. Turrie. On page 7, the fiscal 1954 total proceeds of sales is in- 
dicated as $93.5 million. 

Mr: Batwan. Right. 

Mr. Turrix. Do you see that figure ¢ 

Mr. Bauwan. Yes. 

Mr. Torrie. That is in the column, the stub of which has an asterisk 
indicating that the proceeds of scrap is included in the $93.5 million. 

Now you will note that on page 13, the last page of the report, the 
proceeds of sales for 1954 fiscal year is shown as $75.5 million, and that 
375.5 million excludes the proceeds from the sale of scrap. 

Now to more directly answer your question, some of the agencies 
which report quarterly to GSA on these various aspects in this pam- 
phlet had included the proceeds of the sale of scrap in the proceeds 
column and then had carried in the Government acquisition cost col- 
umn the proceeds figure for the lack of a way to determine actual Gov- 
ernment acquisition cost. That would account, to my mind, for the 
fact that you do not increase the percentage of return above 5.7, even 
though you have distilled out 6 months’ worth of scrap. 

Mr. Batwan. Which would be an extremely low return there, would 
it not ? 

Mr. Turrue. On scrap, very definitely. But, it is not a low return 
if some agency looks at proceeds as 100 percent acquisition cost. 

Mr. Batwan. That is correct. Now some of the agencies do report 
the return from scrap as being 100 percent return, rather than listing 
that as a comparison against 

They have a pile of aluminum. Say that we get $100 for aluminum ; 
that that is 100 percent return. Now that 100 pounds may have come 
from a whole fuselage of a plane, which may have cost a million dol- 
lars. Now I do not see how you reconcile all these figures that are 
coming in. 

The task force report spoke on that very point there, that there seems 
to be no coordination in the methods by which the various departments 
are reporting to you, and I am wondering how you segregate all this 
material that is coming in to you. 

Mr. Turrie. Well, sir, I would say this, that the instructions for 
preparing the report have been and are very specific. However, you 
are dealing with a great number of Federal agencies, and you are deal- 
ing with three separate military departments within the Department 
of Defense. Yet, we get a consolidated report from the Department of 
Defense. This thing has been an evolutionary process. The first year 
figures, 1951, GSA, by going back time and again to various agencies, 
still felt that the figures were not reliable enough to even place in a 
summary situation. But, the improvement has been going on so that 
for 1952 through 1954, we felt that they were reliable enough for these 
summaries. 

Mr. Batwan.. This is not an accurate representation then, if in fiscal 
1953 you received 7.6 return on acquisition costs, if that includes mate- 
rial such as scrap, which is claimed, as 100 percent return. In other 
words, that figure should be—— 
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Mr. Turrie. But there is not a reporting agency that can tell us 
precisely to what extent the proceeds of sale of scrap has been included 
under Government-acquisition costs. The military departments in- 
sist that they do not include any such items. However, we make a 
footnote and tell you about it because the Post Office Department I 
believe, is an example where they show, in 1 year, an equal figure in 
both the Government-acquisition cost of property sold and in the 
proceeds, which would indicate that they are getting 100 percent on 
their sales ; and we know that that is not the case. 

Mr. Batwan. Mr. Tuttle, I am just wondering how much that would 
affect any figures on percentages in view of the fact that probably 98 
percent of total surplus sales are within the military departments? 
I mean, just what percentage would the Post Office be of total sales? 

Mr. Turrie. Very little. But the point is that military folks who 
make these reports to GSA insist that it is not their practice to show 
the proceeds of sales as the acquisition cost. 

Mr. Batwan. Who sets the regulations for this reporting? 

Mr. Turrte. GSA does. And believe me, it has been a constant 
struggle to get this data reported on an accurate basis. 

Mr. Tuomas. I might say that almost every quarterly report that 
comes in has to be questioned. 

Mr. Batwan. That is because the reports do not come in—I have 
tried to reconcile these reports, too, from the Army, Navy, and Air 
Force, and it is impossible to do it. In fact, the Air Force, in report- 
ing a lot of their materials, instead of acquisition cost, they talk about 
pounds of materials that they sold. 

Mr. Torrie. Well, sir, it is the very thing you pointed out that has 
caused us, beginning in the second half of fiscal year 1954, to ask for 
a breakout of scrap. If folks want to know the percentage of acquisi- 
tion cost return for property sold, they do not want scrap mixed up 
in there. We do not want it mixed up in there. And, for fiscal year 
1955, we should have a figure for the proceeds on sale of scrap, sepa- 
rate and distinct and divorced from the usable property and acquisi- 
tion cost and the proceeds figures. 

Mr. Fascett. May Tinquire? Excuse me. 

Mr. Batwan. I have no further questions. I just wanted to point 
up how little we can rely on figures such as proceeds or percentage of 
acquisition cost. The people really do not know how much they are 
getting from the sale of surplus materials. I think they do better 
now. I am not so sure, probably, that this is a good criteria to use in 
any case. However, if the Government is receiving 7 cents on a dollar 
from the sale of surplus, and if, as the Rizley report pointed out, as 
I remember it, in some cases they had as high as 20 percent and 30 
percent return after the administrative cost of return, that this admin- 
istrative cost, in the handling of industry agents, might not be as 
critical a factor if you can increase the rate of return by 5 percent or 
3 percent, and that ought not to be too difficult, according to that 
report. 

Mtr. Tuomas. I donot think it would be. 

Mr. Tutrir. We would like to reiterate, though, that we feel that 
the overall percentages of return as shown in this pamphlet can be 
considered to be fairly reliable, because the largest generator of sur- 
plus, in making reports to GSA, has insisted that they have not used 
the proceeds of sale of scrap as the Government-acquisition cost. 
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Mr. Fascetu. I would like to inquire right at that point, if I may ? 

Mr. Tuttle, do you have a definite criteria on what is acquisition cost ? 

Mr. Turtrie. It is the same one, sir, that has been used in govern- 
ment for a number of years. 

Mr. Fascetu. Is that established by law or by administrative order? 

Mr. Tutttz. It is by administrative authority. 

Mr. Fascett. Who has administrative arrangement ? 

Mr. Tuttix. GSA, in its regulation specifies generally what is meant 
by acquisition cost but, you cannot be too precise because you do not 
have one accounting system and one accounting method throughout 
the Government. Some agencies recost their property with each addi- 
tional acquisition of new purchases. 

Mr. Fascetn. You would have to, wouldn’t you ? 

Mr. Tutte. Some agencies do not do so. 

Mr. Fascetxi, Does that criteria include administrative cost of the 
holding agency ¢ 

Mr. Turrie. It does, if you have funded property. But it does not 
on the appropriation account type. 

Mr. Fascett. From an accounting standpoint, should it include 
administrative cost to the holding agency, or should it not ? 

Mr. Tuttte. I would not try to answer that one. I am not an 
accountant. This is an area that many books have been written about. 

Mr. Fascett. Well, then, as I understand from your testimony it 
is almost impossible to get a reliable acquisition cost which would 
be uniform with all holding agencies because of the diversification 
in accounting methods. 

Mr. Turrte. You won’t have 100 percent reliability, certainly, but 
en this quarterly reporting basis, on which this pamphlet was devel- 
oped, and using acquisition cost, agencies do report either their orig- 
inal cost, unchanged, regardless of how many receipts of new property 
come in or they report on a current pricing basis. But either one, 
unless you have a period of great market fluctuation, let’s say the two 
bases are not going to vary or be too far apart at any one time. And 
most of the property that we are selling today as surplus is a vintage 
of 1944-45, and immediately postwar procurement. 

Mr. BaLtwan. You say most of it is? : 

Mr. Tutrix. Most of it still is. 

Mr. Fasceuu. Is acquisition cost a fair basis for determining the 
percentage of return in the sale of property as surplus or should it be 
based on the value at the time it is sold. 

Mr. Turrts. Well, when most people get into this surplus property 
area of the Government. They want to know what the property costs 
in the first place. Did we, the taxpayers, pay for it and how much 
did we pay for it? This is close to the right answer. 

Mr. Fascett. And how much are we getting back ? 

Mr. Turtte. Yes, sir. 

Mr. Houirretp. The determination of market value is fictitious any- 
way because your determination of whether you have made a good 
appraisal at market value only becomes evident when the goods are 
sold. So, it would seem to me that your two factors that should be 
kept in relation to each other are your acquisition costs and your re- 
covery. Then, by segregating galtih property from scrap, you begin 
to get some concept of what you are getting heak. 
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It is obvious that if you throw airframes and other high-cost items 
which have nothing but scrap value in them, it is going to cut down 
— average recovery terrifically. But, if you do have, like automo- 

ile parts, and aircraft parts, and other items which do have reus- 
ability, then we could begin to see whether your present system of 
distribution is good as an experimental test as another Jine would be. 

Mr. Fascetx. Just one more question before we leave that. I was 
going to ask Mr. Tuttle what he thought the best way of handling this 
thing would be. 

Mr. Tutrte. You mean the pricing, the cost—— 

Mr. Fascett. In order to arrive at these figures. 

Mr. Turrie. Well, I would say that through this evolutionary 
process we talk about, we have reached a point where what agencies 
report to us quarterly is now reliable. It was not easy, but we feel 
that in 1955 we are about there. It would be a serious thing to disturb 
the acquisition cost basis of reporting, in talking about Government 
surplus disposals, if you injected somebody’s:estimate-of market price. 
You would still have the actual sales price, so you would have injected 
a third type of figure into every sales picture, and that certainly should 
lead to more confusion than you have now. 

Mr. Fascetx. Then, as 1 understand it, what you are hoping to 
establish by evolution is to retain the acquisition cost basis and to get 
that as uniform as possible for reporting purposes. 

Mr. Turriz. That is correct. 

Mr. Fascetx. So that you can more accurately report the amount of 
money you actually receive on the sales? 

Mr. Turrte. Yes, sir. 

Mrs. Grirrirus. Mr. Chairman, I would like to ask a question if I 
could? I want to know if this recommendation 17, if this service con- 
tract contemplates that you are going to make a contract with some 
junk dealer and pay him a fee to get rid of this material. Is that the 
type of contract ? 

Mr. Hottrretp. Well, the contemplation is that you would put a 
special technical item in the hands of special technical distributors 
who have their regular setup in commercial lines of distribution and 
methods of distctation, and thereby obtain more in return to the 
Government than if you just held an auction sale and sold these air- 
craft parts at scrap value or metal weight value, pound value. 

Now I think that is the contemplation, recognizing that it is a very 
difficult field to establish accountability, but recognizing that there is 
an opportunity by expert distribution to obtain a higher return to the 
Government, and also to avoid the impact upon the market of dumping 
usable materials in great quantities at a penny-pound value, you might 
say, which disrupts to a certain extent current merchandising. 

Mrs. GrirFirus. What do you have to have to maintain account- 
ability, almost the same type of stock you do now? 

Mr. Houtrrerp. Well, I do not know just exactly what you mean by 
that question. 

Mrs. Grirrirus. Well, you are going to have a working for 
the Government who understand the price of this. They are going to 
have to be experts at pricing also, or you are going to be defrauded. 

Mr. Ho.trterp. That is right. 

Mrs. Grirrirns. My feeling is, that whatever the present circum- 
stances, and I am not too well versed on it, the only way now that you 
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get involved in a real scandal is to prove that someone within the 
Government actually accepts a bribe in this sale of property. 

Mr. Hoxuirimmip. Yes. 

Mrs. Grirrirus. I would think this kind of thing would open up 
to real scandal. ‘There is the possibility that the people who take over 
the contract will be the seller and will also be representing the pur- 
chase side. 

Mr. Houiriexp. I do not follow you. 

Mrs. Grirrirus. I think you would have a terrific 

Mr. Fasce.u. Isn’t there a possibility, bearing on that same point, 
that you could actually put "this merchandise out on consignment on 
a fixed price, if you had to, if you had control of the class of material 
that you were selling; and your distributor then could take it on that 
basis, or not? You would have complete accountability and control 
of the price that way. 

Mr. Houirretp. Your pricing power, in my mind, and your control 
of accounting would have to remain in the General Services Admin- 
istration at all times. 

Mr. Fascetn. Exactly, at all times. 

Mr. Hoxtrte.p. But you are faced on the other hand with the pres- 
ent percentages of return which are very low. 

Now we did find out in the Rizley committee that in many in- 
stances that in place of getting a 3, 5, 6 percent return, we were able 
to get up as high as 20 or 30 percent return on special classes of mer- 
chandise by using the agency method. 

But, it was a very sloppy arrangement in those days. We had tre- 
mendous quantities of it. We did not have proper forms of account- 
ability; we had every junky in the country participating in it, and 
there was a scandal. There was a great deal of loss through ignorance. 
It was actually through ignorance rather than fraud. Very few of 
the Government agencies, I think, were guilty of fraud. But, there 
was a great deal of loss to the Government because of the mass of ma- 
terial that was dumped on the market in the language of accountabil- 
ity of this material that had been consigned to agents. 

We just did not have a system. An agent would take over a whole 
warehouse. ‘There might be $10 million worth of property in it, and 
War Assets would assign a man there in charge of pricing. Well, 
he would go around and he would say, “Well, you should get 20 cents 
on a dollar for this, you should get 50 cents on a dollar.” Then, the 
agent would say to him, “Well, 1 cannot get 10 cents.” “AII right, 
we will make this 10 cents on the dollar.” 

Then, maybe the agent would sell it to the friend for 15 cents, and 
the friend would go out and get 30 cents for it, you see. So, there was 
all kinds of manipulations and, in my mind, there was actually more 
fraudulent practices on the part of the agent than there were on the 
part of Government people. 

Mrs. Grirrrrus. I am sure that is true. I do not think the problem 
was with the employees of the Government being fraudulent. I think 
it was probably pure ignorance. 

liowever, this thing I think would multiply the problems of the 
agency program. If that were the problem you encountered, I think 
you would run a great risk that this would do the same thing. 

Mr. Houirrep. It is admitted that there are problems here. The 
point is, can the Government solve those problems and get more re- 
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turn for the material which is now going at 7.6 cents on the dollar, 
and can they do it without their additional administrative expense 
cutting it back down to that? It is a method of testing it out to see 
if they can now, with our increased knowledge, do a better job. It 
would seem to me that it would be worthy of a test. I am not ready 
to see that it is guaranteed. We might run it for a year, and we 
might find out that the cost of keeping accountability and the cost 
of our pricing and so forth would still cut you back down. If that 
would be true, why you might as well just take your loss at the begin- 
— and accept it and have it over with. 

Mr. Mansure. We should know, Mr. Chairman; I think that is it. 

Mr. Houirrevp. I think we should know, yes. And this would 
only apply, however, as I understand it, to certain very technical 
fields, like electronics, aircraft parts, automotive parts, and there 
might be a few other specialized fields. You would not think of 
extending this to common-use items? 

Mr. Mansure. No. 

Mr. Houirtevp. Mr. Riehlman ? 

Mr. Rrenuman. Mr. Chairman, to get into the electronics field, 
one in which, of course, in the matter of no time at all a new item 
is obsolete, it is one field that you have got to be very, very careful 
on, I would think, in setting up a program, and you have got to move 
ey rapidly if you are going to accomplish what we are after here 
today. 

Mr. Mansvre. To catch the market. 

Mr. Rrenuman. These fields are good to talk about, but I think we 
this morning are talking pretty much in general terms, and I do not 
think, as I understand it, that General Services Administration has 
a complete clear-cut program established as to how they would pro- 
ceed as of today. 

Mr. Exxiorr. That is correct, sir. But, I think the end result is 
going to be the test. That is, are we going to get more money for 
the taxpayers or not, and we will never know until you try it. 

Mr. Rreniman. The first thing you have got to have certainly is 
cooperation from the services—and that is another thing I do not 
expect you have gone too far with at this time—— 

Mr. Ex.usorr. That is correct. 

Mr. Rieniman. In their agreements with GSA as to how they are 
going to proceed with this program. Those are the things that I 
think this committee is vitally interested in. 

And, Mr. Chairman, if I might make this suggestion, I think it 
is terrifically good for us to go through these recommendations. 
However, I think we should have some time set as a target date 
when this committee will be furnished with information as to exactly 
what has been accomplished and as to the status of the agreements 
between GSA and the military services in this whole field of dis- 
cussion that we have had this morning. That is the thing we are 
aiming for, and that is where we will see accomplishments after that 
has been brought about. 

It is good to have the ideas, and I think we are better enlightened, 
as Members of Congress, as to the attitude of the General Services 
Administration with respect to these recommendations, but we have 
got a long way to go to accomplish them, and I think that we will 
be interested in knowing how effectively they are going to be carried 
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out after they have been agreed upon by the General Services Ad. 
ministration. Then the next step is to find what the military serv- 
ices themselves are going to do, and how well they are going to coop- 
erate. 

Mr. Exxiorr. Mr. Riehlman, very frankly, sir, that is the unknown 
factor in our establishing any deadlines. 

Mr. Rrenv_man. I think that is true, but at the same time, I do think 
this, Mr. Counsel, that it is the same in industry as it is in Govern- 
ment or anything else. You just feel that you must set some target 
date to shoot at, to see what agreement you can get and what trial 
programs you can get at least tested to see what the success is before 
you go into a full-fledged program. You have to do that. That is 
the thing that I am aiming at. 

I suggest to the chairman that if we are going in, and if you are 
going to set up a program for the services, in the field of electronics, 
or in the field of automotive parts, or airplane parts, and you are go- 
ing to allow industry to handle that type of program on a commis- 
sion basis or on a bid basis, or however you want to handle it, I think 
that test program has got to be set up. You have got to get the agree- 
ment of the services, and you have got to move forward on a trial basis 
to see what is going to happen. 

Mr. Tuomas. That is one of the reasons why we selected these elec- 
tronics, as you very well brought out, because of the quick changeover. 

Mr. Rrentman. It has got to be subjected to a test program first, 
or you are going to lose more than you would to let it go in the nor- 
mal channels it is now moving in, commingled with a lot of other types 
of equipment. And, I have seen plenty of sales in the last 2 or 3 years, 
where you found all kinds of electronic equipment put in with a few 
very exciting items just to get a sale medium provided for the elec- 
tronics end of it, or, just to dispose of it and get rid of it for a very 
meager amount. 

Mr. Tuomas. That is right, because the Department of Defense is 
selling property as scrap and salvage at one location, and they are 
offering the same property on a sealed-bid basis, as usable items at 
another location. 

We are making a test right now on offerings across the country 
which I would like to submit to the committee later on when we finish 
it, that I think would be most interesting to you to point up that very 
subject, which also gets into the field, I think, which you are speaking 
of, as to the determination of calling a piece of equipment scrap at 
the time it is sold when actually it is other than that. 

Mr. Horirterp. I am certainly in accord with Mr. Riehlman on this 
point. We did have Mr. Pike before us yesterday. Mr. Pike asked 
for additional time to study the plan, which he received yesterday 
morning from you folks, and we plan to have the services back after 
we finish this with the General Services Administration. Then, later 
on we plan to check up on what is actually done, either by their pro- 
posals, what you folks propose, what their treatment of your pro- 
posal is. 

I want at this time to read from page 50 of the Hoover Commission 
report where it says: 

The primary objective of the surplus property in both the programs should be 
(1) obtaining the highest possible net return to the Treasury; (2) clearing 
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warehouses of surplus supplies which require millions of dollars in management 
costs. 

Now this is the first time, I think, that the real objective has been 
set out. Now whether you folks agree with the objectives or not, 
these are the setting forth of objectives. 

Now I might say that these objectives have not been the objectives 
of the Department of Defense in doing their disposal. 

Over on the next page, it says : 

The Secretary of Defense in 1954 issued an instruction prescribing the policy, 
procedures, and practices relating to the merchandising of surplus personal prop- 
erty in the Department of Defense. According to its language, the instruction 
is to be extended for implementing regulations issued by the military departments. 

It is interesting to note in the instruction that the objective of obtaining the 
maximum gross and net return is not at the top of the list. The arrangement of 
these objectives may not have been intended to have any priority implication. 
However, the Commission believes that in such a commercial-type activity as 
surplus disposal, the consideration of maximum net return from surplus sales 
should govern the selection of methods for selling. This does not mean that 
other factors should be minimized or not considered at all. 

But, this is the point that I think this committee is interested in : the 
maximum return to thhe Government. We do not believe we are get- 
ting the maximum return to the Government by the type of sales which 
are being conducted by the Defense Department, and we feel that 
there is an obligation on the part of the General Services Administra- 
tion, as the primary repository of the authority for surplus disposal, 
to take a more aggressive interest in prescribing fnethots and proce- 
dures, and seeing that test sales of different kinds are conducted in 


order that we may do this merchandising job to obtain these objectives. 
That is the point that we hope to impress upon the General Services 


Administrator and his assistants this morning. Now we hope that 
you are in accord with that ? 

Mr. Mansoure. We most certainly are. 

At our Joint Advisory Committee of Department of Defense and 
GSA there was quite extensive discussion along these lines, and there is 
a disagreement even among these individuals, or those individuals 
from all over the country. They are experts in their respective fields. 

The one example, you remember, on the airplanes where some planes 
of great value were being sold at too small amounts, whereas other 
planes were completely obsolete. They had no commercial value what- 
soever. 

Now that is a glaring example, but the same thing carries down into 
all types of things that they are disposing of. 

Mr. Ho.trterp. And this again comes to the problem of screening 
and timeliness of screening, both from the standpoint of scrapping 
and the standpoint of obtaining any commercial utilization out of it 
before it becomes completely obsolete, as Mr. Riehlman mentioned 
about electronics. 

Frankly, I do not think your electronics test is going to be a good 
test, because I think you are dealing in an item which is so quickly 
obsolete in the electronics field and so perishable that you are not 
liable tocome up with a very good program. 

It would seem in the automotive eld. or in the airplane parts field, 
where the parts themselves have a longer life, wider application, and 
use, that your test would be better. 
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Mr. Tuomas. Well, as I said, certain standards have been set b 
the electronics industry in the resistor field and for other items whic 
do have a good potential market. If these items, which usually are 
valuable and in good condition, can be separated from that which 
becomes scrap the minute it is removed from a unit, as Mr. Riehlman 

ointed out, you still have many desirable items which, I believe, can 
* disposed of on this experimental basis. 

Mr. Eckuart. Has any consideration been given, Mr. Thomas, as 
to the disassembly of these electronic gears, so that you could put the 
resistors in one pile, and so on? 

Mr. Tuomas. The costs, of course, are very great. But, to answer 
your question specifically, there are any number of transmitting units 
which have different stages of amplification that can be separated 
without excessive stripping costs. Yes, it could be done. 

Mr. Tuttle, the reason why several months ago we did some work 
on this electronic area is that the electronics people came to us and 
laid down rather a flat challenge that the electronics sales throughout 
the country by competitive-bid methods, seal-bid methods, and auction 
in a couple of cases, were not returning to the Government anywhere 
near what these folks thought could be returned and indicated that 
perhaps as much as 15 and 20 percent return on certain of the com- 
mercial areas of electronic equipment could be obtained. 

We felt we had to accept that challenge and this is an attempt to 
see whether or not they can back up what they have already told us. 

Mr. Hortrretp. Were they manufacturers or distributors ? 

Mr. Torrie. Mostly distributors, Mr. Chairman. 

Mr. Tuomas. The military development and research is quite a bit 
ahead of commercial application. Therefore, I think it is a good 
potential item to consider. 

Mr. Ho.trtevp. I think we are going to have to move along a little 
bit. 

Mr. Mansure. May I say one thing before I leave this? 

Mr. Ho.irretp. Mr. Lipscomb, do you have any questions? 

Mr. Lipscoms. No, sir. 

Mr. Mansure. We are in complete accord with the statement you 
made, Mr. Chairman, just a moment ago, and if possible we would 
like your views of what GSA should do. This we expect to make 
known to Defense so we can push this along as we move in on it, 
because we feel we would have greater cooperation on that basis. 

Mr. Houtrretp. We are going over these recommendations and, of 
course, when you come up with a firm plan that we can get our teeth 
in, I believe this committee would be willing to stand behind you in 
making some tests, recognizing the problem that is involved but yet 
with the feeling that if something were done in the way of tests, we 
might evolve a little bit better return to the Government. 

(The recommendations referred to follow :) 


GENERAL SERVICES ADMINISTRATION, WASHINGTON, D. C.—SuUMMARY OF PROPOSAL 
For SELLING ELECTRONIC EQUIPMENT 


1. GSA will undertake, on behalf of all agencies generating surplus electronic 
equipment (primarily Department of Defense and Atomic Energy Commission), 
a cooperative program whereby, under assignments from the holding agencies, 
GSA would sell all present and future (period to be agreed upon with such agen- 
cies) surplus electronic holdings on a consolidated inventory basis. 
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2. GSA would not take custody of the property nor accountability therefor, 
nor undertake the care and handling thereof, and all payments for electronic 
equipment delivered under the contemplated term contracts entered into by GSA 
with successful bidders would be made direct to the holding agencies. 

3. While the total national accumulations during the contract periods would 
be offered at one time, inventory consolidations would be made on a GSA regional 
area basis. Thus a maximum of 10 contracts would be a possibility each for the 
total accumulations developing in a particular GSA region during the period 
of the respective contracts, 


SPECIAL CONDITIONS OF THE SALE 


1. Permit potential bidders to bid on the total to be generated in any one or 
more regions as well as on an “all or none” basis; but reserve the right to make 
awards on the basis of the overall best return to the Government. 

2. Information that credit arrangements will be considered, but that in the 
absence of such credit arrangements, payments will be made direct to the holding 
agencies on the basis of sight drafts attached to bills of lading at the option of 
the holding agency. 

3. A listing of all the locations from which surplus may be available together 
with nonguaranteed estimates of quantity stated in dollars at acquisition cost. 

4. Requirement that bids be on a basis of percentage of acquisition cost (or 
book value if acquisition cost is unknown). 

5. Provision that shipments of such equipment may be made by the holding 
activity at dates and times at the option of the installation unless storage facili- 
ties have been arranged for by the buyer as referred to in paragraph 7. 

6. An indemnity bond (25 percent of estimated recovery under the contract) 
if credit not established. 

7. In regions where feasible, Government warehouses should be made available 
to buyers at reasonable price for an agreed period. 

8. Award subject to Government being convinced that facilities are adequate. 

9. Credit arrangements should be made ayailable and proportionate payments 
made as sales are made, with perhaps a 3-year limit on final payment. 


DEFINITION OF ELECTRONICS 


While it seems feasible to identify the specific types of items to be covered by 
the contract, by the use of Federal supply group and class numbers, it is believed 
that the advice of representatives of the electronics distributors should be 
obtained before final issuance of the offering. Preliminary steps for such a 
meeting have been taken. (See “Method of firming details.” ) 


METHOD OF FIRMING DETAILS AND PROMOTING INTEREST 


It is planned to arrange a meeting of industry representatives in an advisory 
capacity in order to assure that the plan is realistic, and in order also to assure 
that maximum interest in the plan is developed in the industry. In connection 
with the meeting, we would: 

(a) Select a date about 30 days in advance of the proposed industry meet- 
ing, and as a part of the invitation, give a brief outline of the proposed plan 
to those invited to attend. 

(b) The invitation list will be developed with the assistance of appropriate 
Department of Commerce and trade association officials. 

(c) Selected members of the GSA-DOD Industry Advisory Committee 
will also be invited to attend. 


PRELIMINARY INFORMATION WHICH IS ESSENTIAL 


Obtain from DOD and AKC their best possible estimates of dollar values of elec- 
tronics (see definition), likely to be generated by their field installations. Sueh 
information should be listed by advance periods of 3 months each for a period 
of 1 year or more, as agreed upon and broken down by broad classifications such 
as “Tubes,” “Transmitting and Receiving Equipment,” “Transformers and Dyna- 
motors,” et al., as well as by commodity greup and class numbers. 

MARCH 15, 1955. 


In this field of disposal of overseas excess property, this is a field 
which the Commission found completely chaotic. There was no cen- 
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refor, tralized responsibility or guidance. We feel that hundreds of millions 
Tonic of dollars’ worth of property have been lost track of and, in many cases, 
a sold for penance and, in many cases, where it could have been utilized 
vould in our foreign aid program, it was not utilized properly. 

sional We won't have the time to go into it at great length, but the General 
vo Services Administration is responsible under title 4 as I understand it. 


Aren’t they ? , 
Mr. Exxiorr. No, sir, we are not. 
Mr. Mansure. No. 


seer Mr. Exuiorr. If you remember, at the time the original act was under 





make consideration, none of the component elements that later came to make 
up GSA had any foreign establishments, any offices, any staff overseas, 
a the to handle the problem. So, GSA has no responsibility under title 4. 
ae Mr. Howirie.p. Have you delegated it to the State Department? 
Mr. Exuiorr. We do not have it, sir, under the act. 
ether Mr. Hoirtetp. Who does? 
cost. Mr. Mansure. Mr. Chairman, page 71 of the report says that the 
dul only thing we have at the present time is a policy guidance of the State 
ding Department, and no administrative control whatsoever. 
acili- Mr. Bauwan. It used to be with the Foreign Liquidation Agency. 
Is that right ? 
ner) Mr. Exusorr. That is right. 
lable Mr. Batwan. After that went out the disposal control was left with 
the owning agencies abroad. 
nate. Mr. Exxiorr. That is right. Left with the owning agencies abroad, 
— with the broad policy directive of the State Department. 
Now, if you will recall, Mr. Chairman, the Bonner subcommittee of 
this committee 3 years ago, as I recall, made a study of procurement 
d by overseas and also touched upon surplus and found it in somewhat of a 
eved chaotic state. 
1 be The Senate Appropriations Committee had a special staff study made 
ch a of procurement overseas. That, as I recall, did not touch on surplus 
but the two problems are interrelated. That was under the direction 
of Senator Bridges. 
Sa. That staff report has been praised since its return, not only by Sen- 
wt ator Bridges, but by Senators Humphrey and Kefauver, and they rec- 
tion ommend in the field of procurement, ta least, that GSA take over some 
central responsibility for offshore overseas purchasing. 
reet- Now maybe the same consideration ought to be given to—— 
- Mr. Batwan. Military items or 
date Mr. Exxiorr. Common use, sir, but for the military use. 
Mr. Houtrtevp. Referring directly to recommendation No. 18 on 
ittee page 74, what is your attitude toward that ? 
It does refer to the Bureau of the Budget, but it also refers to sec- 
tion 40 (d). 
ba Mr. Batwan. Only for reporting requirements. 
vn Mr. Exniorr. Mr. ener do you want to comment on that? 
riod Mr. Kennepy. I believe that that title is directed more to the re- 
uch porting requirements than to the operational aspects of the problem. 
yna- As a result, we will be in general accord because it is situated in our 


act and GSA and State Department helped to develop that title. It 
| is, I believe, at the present moment wide open since you have the 
ield holding agency concept overseas. 
en- 
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Mr. Fasceti. You are going to have a hard time changing that one, 
too. At least, we are. 

Mr. Kennepy. I think you will find more resistance in the con- 
tinental United States. Following World War II the military over- 
seas were delighted to liquidate their responsibilities through bulk 
sales and transfer to the Office of Foreign Liquidation Commission 
which then entered the field and attempted to rid themselves as quickly 
as possible of the bulk of the property. 

t that time the State Department was the policy guidance group, 
which did not want the responsibility vested in the Office of Foreign 
Liquidation, and both activities sought to terminate it as rapidly as 
they could. 

he result is that in the State Department, the only residual element 
of the Office of Foreign Liquidation is a two-man group who can be 
contacted with respect to section 4 of the act. 

Mr. Houtrrevp. I think you will agree with me that there are hun- 
dreds of millions of dollars worth of property now overseas in the 
custody of the military installations, and, as we pull out of Austria, 
for instance, there is going to be the problem of whether we shall bring 
that out with us, or whether we shall give it away, or whether we shall 
utilize it in an orderly way, particularly, common-use items. The 
same thing may occur in Germany if we pull out of Germany. 

Mr. Ksnnepy. Mr. Chairman, the facts to which we must orient 
ourselves overseas are that bulk sales does not contribute to a healthy 
economy for a nation. Over there, it proved not to be the answer. 
Certainly, it did prove to be the answer following World War II. 

The economy of Austria, for instance, could not absorb all the mate- 
rial that the Americans or their allies may leave after them. We 
must begin to think of overseas surplus as not open to competitive 
bidding in the true sense because there exists in this field may cartels 
or surplus property syndicates. They do not care whether the mate- 
rial is located in Korea, or in Spain, or in Austria. They are prepared 
to move worldwide. 

Mr. Houirrerp. That is true, we have run into that in some of the 
cartel arrangements the man that was buying ? 

Mr. Kennepy. His name is Mr. George Dawson, I believe. 

Mr. Batwan. What extent of some of the requirements on disposal 
of personal property abroad is tied in with our international agree- 
ment made by the State Department ? 

Mr. Kennepy. We made a study of the arrangement, for instance, 
in Germany and Italy, France and England, and it was found that 
they were agreements hastily entered and entered by people ill 
equipped to complete them. 

The military personnel entered into arrangements with the provi- 
sional governments that were set up at the close of the war. They 
hurriedly disposed of the title to the property, and the Army was 
moved out. The State Department apparently felt that as a policy 
group they did not care to administer those administrative agree- 
ments. In your attempt two or three years ago to get the Secretary 
of the Army to freeze surplus personalty overseas equipment that 
might be needed in the Korean war, and much after the Korean war 
broke out, why it took several directives. At first, they were only 
screening for German theater requirements. Then, they had to 
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screen for European theater requirements. Then, they had to be re- 
minded by the committee to screen for a Korean war and worldwide 
requirements and to transship some of that property. A studied 
agreement that they entered on in Germany found that they really 
had passed title to the German Government in one instance, the Italian 
Government in another. It became a question of the implied power 
of an occupying force requesting cooperation than any legal basis for 
recapture of such property. 

Mr. Batwan. Is not some of the property that we have in Spain now 
in our construction program going to be tied up? Are not some of 
the conditions by which we are permitted to construct in Spain those 
which require that certain property left over from construction be 
left there ? 

Mr. Kennepy. I would like to say and I am drawing on my experi- 
ence here—— 

Mr. Batwan. Which may make it more difficult. 

Mr. Kennepy. I am not taking any position now with respect to 
GSA. Studies of the Spanish base construction are of interest too, as 
you will recall in your work with Porter Hardy during the 82d Con- 
gress 

Mr. Batwan. And 83d. 

Mr. Kennepy And the 83d also. The studies I am alluding to are in 
the 82d. 

The problem there was similar to that in France, where the Congress 
discovered that when they had appropriated $50 million for specific 
construction, they found that about 20 percent of it was to be levyable 
by the Government of France for taxes. Congress became greatly 
exercised to find a tax on United States Military forces assisting France 
in the defense of that country. 

You will find that in Spain the circumstances were the same, where 
they have a cost factor of transportation of the property from the port 
to the site, and as a result, the American Government is, in effect, pay- 
ing for the defense and economy of Spain also. 

Mr. Batwan. Aside from the tax problem, we still will have to 
leave—that is part of the agreement—certain properties there when 
we finish with it. The only point I am bringing up, the agreement of 
foreign excess and certain treaties entered into by the State Depart- 
ment, is that they do not consult with you at all on this thing. 

Mr. Kennepy. No, sir. 

Mr. Batwan. And you have not insisted that they consult with you. 

Mr. Exxiorr. We have no authority. 

Mr. Batwan. Might it be a good thing for the Congress to consider 
that the General Services, in the administration of property, caused 
that to be brought about 

Mr. Kennepy. I think it would be a matter for the Administrator’s 
consideration now that he has a trained group of people overseas in the 
negotiation of stockpile contracts, discharging the responsibility under 
the national stockpile program. 

_Mr. Houirretp. In your foreign-aid study of the Hoover Commis- 
sion, there is a very strong recommendation that wherever possible, our 
surplus be used for foreign aid rather than having appropriations and 
new materials shipped from this country. I think this is something 
that we are going to have to start thinking about. and it seems to me 
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that while you may not be legally, and I accept that point, responsible 
for overseas sales of surplus property or disposal of surplus property, 
it seems to me that we are approaching an era where billions of dollars 
worth of this material may well be either wasted or utilized for the 
benefit of the Government. 

It would seem to me that a study is in order, and if you people could 
give this committee a memorandum on your background of knowledge 
of what has happened on this, it might be that we could come up wit); 
some kind of recommendations which would save the Government 
something in this field. 

Mr. Ex.rorr. I think there is a very important field there, sir, after 
you get over the policy question. 

Let’s assume the policy question of transferring certain surplus as 
part of the foreign aid? There still remains a large bulk, and that i: 
the problem, that is not covered by that foreign aid policy and that is 
just, frankly, being dumped. 

Mr. Hourrtetp. That is right. 

Mr. Mansvre. I would like to say one thing further, the principles 
of selling are exactly the same whether it is domestic or foreign. Ii 
does not make any difference. 

Mr. Houirtevp. That is right. I recognize there are particular prob- 
lems involved, such as the cost of transportation back home and all that 
sort of thing. However, still, we should not continue to drift in this 
field. We ought to do something; at least do the best thing that we 
can do in the field, and it is going to take thinking from people who 
had some practical experience in this field. It seems to me that there 
is a mora] obligation on the part of General Services to come up and 
give us some information and some suggestions in this field. Mean. 
while, we will explore, to the best of our ability, the same subject. 

Let’s go on to Recommendation No. 19 if there are no further ques. 
tions: That the President promulgate measures and, if necessary, 
make additional legislative recommendations to the Congress, for the 
maximum utilization of domestic and overseas excess property ir 
foreign aid programs, encompassing effective coordination between 
military and civilian Government agencies, both at home and over. 
seas, and screening and utilizing excesses for foreign aid; limitation 
on new procurement for foreign aid whenever the ability or substi- 
tutable excess property has been established ; aggressive promotion of 
the use of excess property of our agencies in countries receiving aid; 
establishment by the Foreign Operations Administration or other 
appropriate civilian agency of a worldwide clearinghouse for locat- 
ing and transferring excess property to recipient countries; delegi- 
tion, where necessary, of authority by the State Department to the 
head of a diplomatic mission to determine whether the disposition 
of overseas excess property in the country to which he is accredited 
is consistent with the authorized aid program for that country, there 
by eliminating unnecessary delays. 

I realize this is outside of your area, except in section (d). There, 
it might be well that your name should be substituted there becaus 
the Foreign Operations Administration is being transferred into the 
State Department, and they are not a property management or dis 
posal group. 

Mr. Extiorr. They are a policymaking group. 
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Mr. Houirietp. A policymaking group, and not an operations group. 
It might well be that in that particular recommendation, that the 
General Services Administration should take over that function. 

Mr. Mansure. It seems to us that the only appropriate civilian 
agency would be GSA. I do not know what other agency would be 
fitted or qualified for the operations. 

Mr. Houtriewp. I do not either. 

Mr. Batwan. Mr. Holifield, with the new agency coming in that 
Mr. Hollister is going to head up, as I understand, FOA really was 
normally in charge of the mutual defense assistance program, even 
though administered by the military departments with this new In- 
ternational Cooperation Administration. 

Mr. Fascexty. The same thing with another name. 

Mr. Batwan. They are going to liquidate the State Department's 
control over the mutual defense assistance program, as I understand 
it, so that that which was formerly, at least, in charge of FOA is now 
going to be entirely administered by the military departments, which 
makes a still more difficult problem than this one here. 

Mr. Houirrevp. [ do not think that is quite accurate, Mr. Balwan. 
I do not want to dispute your understanding of it, but my under- 
standing, and I have just finished, last Saturdaay, the debate over 
the recommendations of our Commission on this, and throughout that 
we have advocated that the ICA, the new FOA, utilize to the fullest 
extent possible existing agencies of Government for functions in 
which they specialize to draw from them, to utilize their facilities and 
their personnel in the carrying out of programs under the overall 
foreign aid program. And, in this case, your military, as I under- 
stand it, would be assigned the strictly military functions, but it would 
seem to me that in the field of disposal of property, that that would 
automatically come to the GSA under the tenure of their recommenda- 
tions, 

Are there any further questions ? 

Mr. Batwan. I might add, that the General Services Administra- 
tion submit to us acting on what they feel might be a better implemen- 
tation of the recommendation. 

Mr. Exxszorr. I might point out, in that connection, that with Rec- 
ommendation No. 19 (b), a limitation on a new procurement for 
foreign aid whenever the availability of substitutable excess property 
has been established, that we presently, under assignment from FOA, 
are doing a substantial part of their procurement use in foreign aid 
programs, their new procurement—— 

Mr. Horirie.p. In a different country ? 

Mr. Exuiorr. Yes, sir; and over in Tokyo. 

Mr. Hotirretp. Offshore, also ? 

Mr. Exssorr. Yes, sir. We try to substitute excess here domesti- 
cally. 

Mr. Hotirretp. But, you have no way of screening excess property 
overseas and finding out what is already on the ground to wse—— 

Mr. Evssorr. That is correct, sir. 

Mr. Horrrrmexp. If you had that power 

Mr. Exxrorr. It would save a good deal. 

Mr. Horrrerp. It would save all the transportation of an identical 
article from the shores here over if it is already over there in surplus. 
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Mr. Ex.iorr. That is correct, sir. 

Mr. Ho tirrevp. Excess and surplus. So, it seems to make sense 
to me if we can work something out along that line. 

The next chapter is the surplus real-property chapter. Recommen- 
dation No. 20: That the Federal Property and Administrative Ser- 
vices Act of 1949, as amended, be revised; (a) to eliminate all statu- 
tory exemptions from the executive branch of the Government from 
General Services Administration authority for utilization and dis- 
posal of all excess and surplus real property; (6) to authorize the 
President to prescribe by Executive order specific exemption from 
General Services Administration authority where fully justified in 
public interest. 

That is, picking out the statutory exemptions of Atomic Energy 
Commission, Central Intelligence Agency, ‘Tennessee Valley Author- 
ity, Maritime Administration, Housing and Home Finance Agency, 
Civil Aeronautics Administration, and placing it all in the General 
Services Administration with the exception of the safeguard of allow- 
ing the President, in specific instances where the national interest is 
involved, to exempt certain classifications of property. 

Mr. Extiorr. Yes, sir; as I recall, the committee the other day 
asked us to work with the staff of this commitee in developing legis- 
lation that would again eliminate the exemptions, not merely for 
excess and surplus property, but generally with the further safe- 
guard of an administrative power in the President of making exemp- 
tions subject to certain legislative standards. 

Mr. Houtrrerp. Yes, sir, and you are in approval of that, Mr. Man- 
sure? 

Mr. Mansvre. Right, sir. 

Mr. Ho.irretp. Recommendation No, 21: (a) that the Bureau of the 
Budget develop adequate criteria for systematic determination whether 
real property holdings are excess to Government agency needs; (d) 
General Services Administration require declarations of excess real 
property to contain information of a nature designed to encourage 
utilization of the property by other Government agencies. 

What is your reaction to that ? 

Mr. Peyton. As to (a) of course, the Bureau of the Budget had a 
terrifically tough job and project to design such criteria, because you 
finally get down to the point where it is either the Secretary of Defense 
saying that he needs this property or not. And as long as he has the 
responsibility for running his department, you cannot very well take 
it away from him without going to the extreme. I do not think any 
Administrator would want to. 

On (0) we are constantly attempting to improve our reporting 
procedures. 

At the present time, we require the holding agencies to report to us 
in considerable detail. Our form 118 requires the identification of 
property, the number of acres, whether owned and in fee or occupied 
under leasehold, the buildings, the type of construction, their floor 
load capacity, a certificate of the attorney for the holding agency 33 
to title, the list of the former owners, the price paid to the former 
owners in the acquisition, ete. We still are improving on the form 3 
time goes on. 

I think it is a pretty fair reporting form. It has been improved ever 
since the War Assets days and the holding agencies or the agencies 





sense 


nmen- 
e Ser- 
statu- 
| from 
d dis- 
ze the 
. from 
fied in 


nergy 
uthor- 
gency, 
reneral 
allow- 
‘rest is 


er day 
y legis- 
aly for 
r safe- 
-xemp- 


~. Man- 


1 of the 
yhether 
is; (5) 
88 real 
ourage 


t hada 
use youl 
Defense 
has the 
ell take 
ink any 


porting 


rt to us 
ition of 
ccupied 
ir floor 
ency 3 
former 
form as 


ved ever 
agencies 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL LS7 


which are looking for property, can get a tremendous amount of infor- 
mation from that form. It is not perfect; we will keep on trying to 
improve as we go along. 

Mr. Houtrtetp. Do you have any questions? 

Mr. Fascetu. I would like to ask several questions at this point. Mr. 
Peyton. 

Mr. Peyton, I see that you started out on the compilation of an in- 
ventory of real property in May of 1953. Can you just give me, gen- 
erally speaking, where we are right now ? 

Mr. Pryron. The inventory has been completed and copies have 
been furnished to the Congress by Mr. Mansure and a report has been 
made to the Senate committee which authorized the preparation of the 
inventory. 

Mr. Fascetx. Does that inventory give you an understanding from 
these reports that you have been obtaining, as to the condition of the 
property ? 

Mr. Peyton. No, not in any detail. 

Mr. Fascetn. I see. Well, then, getting specifically to reeommenda- 
tion No. 21 (a), the Bureau of the Budget, it seems to me, would be 
the improper agency to determine or establish any criteria, and you 
say they would have a tough job. 

Do I understand by that, that GSA could not establish a criteria? 

Mr. Peyron. Well, what I was referring to is this. We are talking 
about going into an agency and reviewing its real-estate holdings and 
telling that agency that they do or do not need to retain certain prop- 
erty. That is, in our opinion or in the opinion of the Bureau of the 
Budget, certain property should be declared excess. That is what I 
was referring to. 

Mr. Fasceni. Of course, I do not have any idea that any agency 
could supplement the administrative decision by the holding agency. 
I agree with you on that thought. 

But, on the other hand, what ideas do you have, if any, by which a 
holding agency could be made to give up real property that is not 
needed either for current needs or for the foreseeable future ? 

Mr. Pryron. I think that the only way probably it can be made to 
give it up is by the executive head of the Government. 

Mr. Fascetu. In other words, you think there is no practical applica- 
tion for 21(a) at all? 

Mr. Perron. No. Let me say that what I was referring to in 21 (a) 
is some kind of systematic criteria, applying a formula to all veterans’ 
hospitals and that sort of thing. I think you have to treat these prop- 
erties on a case-by-case basis. 

For instance, the same formula that might apply to a veterans 
hospital in Louisville would not be applicable to the naval hospital in 
Bethesda as to land areas and things of that kind. You have to take 
those requirements on a case-by-case basis. 

We have talked a lot with the Hoover task force and the Bureau of 
the Budget on this, establishing some kind of a formula or criteria for 
evaluating real-estate holdings I certainly do not want to say it cannot 
be done. However, I do say that it is a very difficult thing to do. 

Mr. Exxiorr. Certainly, it is something that needs to be done. The 
authority to get it done is going to have to be issued at the very top by 
the President. 
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Mr. Fascetu. And the actual accomplishment is going to have to be 
up to the head of each holding agency. 

Mr. Exxiorr. That is correct, sir. 

Mr. Hoxirretp. Page 86, recommendation No. 22, that is the same 
thing we covered in personal property, and I suppose that there is no 
objection to that on your part ? 

Mr. Exxiorr. Certainly not, as far as 22 (a) is concerned, sir. 

Do you want to comment on 22 (a), Tom? 

Mr. Peyton. Yes, I do. 

We are trying to reduce our time in handling these cases in every 
way we can. However, we have been requested by the Department 
of Defense to give them 60 days in which to review excess reports to see 
whether there is any defense need for the property. We are rather 
reluctant to press this thing too hard, because if they have a justifiable 
need for it, we want them to have it as a means of utilizing excess 
property. 

On the civilian agency side, concurrently we allow 30 days. In other 
words, there is one error in this Hoover report. We do not give the 
Department of Defense once they declare property excess, any more 
time. They have already had their screening. Therefore, all we do on 
that, than, is to circularize the civilian agencies for a period of 30 days. 

Now, if it is a civilian agency report, then the 60-day period applies, 
primarily for the Department of Defense. I do not know that we are 
justified in cutting that time down, unless as a matter of basic policy 
the Department of Defense would wish to consider having the decision 
made at the top rather than in the headquarters of the field armies as 
they presently operate. In other words, when they get a report from 
us of excess, it is fanned out by the Defense Department to the Army, 
Navy, and Air Force and to their local field commanders to see whether 
they is any need for it. Those reports then come back to Washington. 

Mr. Horirtexp. I think that is a matter of determination on the part 
of the Department of Defense because under the law they have that 
right of approval which-I fought on the floor, as you gentlemen well 
remember. 

However, like a great many other things that I have fought for 
during my lifetime in Congress, I was overruled by a majority vote. 

Mr. Peyton. As to what is referred to in the Hoover report as delays 
or, time-consuming elements in disposing of property, we have every 
piece of real property appraised. First of all, it is classified as to its 
highest and best use, and then appraised. Then, there are a number 
of special statutes which you gentlemen are all aware of, such as park 
and recreational use, and so forth, and those applications, if made, 
have to be carefully analyzed and examined. It is a time-consuming 
matter. On the other hand if it goes for public sale, especially on the 
large properties, it requires widespread advertising, and we want to 
give bidders an ample opportunity to see the property. In other words, 
on a large plant certainly 60 days time to have company engineers g0 
out and inspect the property, look it over and see what they want to 
do with it, is not too long a period. You have those time elements 
involved in these disposals, and I do not think it is good business to 
move too fast if it means cutting off a potential buyer, or doing a 
slipshod job. I would rather take 15, or 20, or 30 days longer and do 
it right. 
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Mr. Fascexu. I agree with you, and I do not see any reason to rush 
it when you get to that point because, actually, in civilian sales you 
have 30, 60, 90, and 120 days closing, which is not unusual at all. 
And, when you have this kind of property with the responsibility it 
carries with it, I do not see any reason to rush it when you get to the 
point of transfer. 

Mr. Peyton. We are trying, of course, to eliminate any unnecessary 
delays. Efowever, there are certain fundamental elements here that 
would result in a sacrifice of the best price, if you cut the time too 
short. 

Mr. Hourrtexp. I recognize the validity of your comments and as I 
said, there are some things in this report which I do not agree with. 
This one happened to be one of them. 

I might also say, on the next page, while there isn’t a recommenda- 
tion directly on it in regard to the National Industrial Reserve hold- 
ings, which I understand are around 300 million on the part of GSA— 
Is that not about the correct figure—— 

Mr. Peyton. That is about right, sir. 

Mr. Houtrretp. That has been recommended to be turned over to 
the Defense Department 

Mr. Peyton. Only a portion of it. 

Mr. Houtrtexp. In their real property report ? 

Mr. Psyton. There was only a portion of it, Mr. Chairman that 
GSA agrees with. There were some 15 shipyards and ordnance plants 
that were in this reserve in our custody and, as you will recall, our 
experience in attempting to dispose of shipyards after World War II 
was a very unsatisfactory experience. We felt that inasmuch as we 
made a strong recommendation that they not be sold for junk and 
that they be retained, Defense was the appropriate Government agency 
to maintain them and take care of them. 

For that reason, last year 15 of these shipyards and ordnance plants 
were returned to Defense. But, that is all that was returned in this 
group. 

Now over the years there have been other plants returned to the 
Department of Defense, when there was a demonstrated defense need. 

Mr. Houtrtevp. All right. We will pass on to the last reeommenda- 
tion, No. 23, and as that is a recommendation to the Congress, I would 
only ask you if you feel that there is a need, again, for recodification 
of the real property statute as contained in that recommendation ? 

Mr. Peyton. Recommendation 23 ? 

Mr. Hoxirrerp. Yes, sir. 





JULY 1, 1955. 
Re Recommendation No. 23 of the Hoover Commission. 
Mr. MicHAEL P, BALWAN, 
Staff Director, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington, D. C. 


Dear Mr. BALWAN: Pursuant to the subcommittee’s request, there is attached 
a statement regarding Recommendation No. 23 of the Commission on Organiza- 
tion of the Executive Branch of the Government relating to surplus real property, 
together with a digest of the several surplus real property laws administered 
by this agency. ' 

Sincerely yours, 
(Signed) Maxwe tt H. Exxiorrt, 
General Counsel. 
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STATEMENT ON SURPLUS PROPERTY RECOMMENDATION No. 23 

At the subcommittee hearings on May 24 it was requested that we furnish a 
statement regarding Recommendation No. 23 of the Commission on Organization 
of the Executive Branch of the Government (the Second Hoover Commission) 
relative to surplus property, as follows: 

“That the Congress review, simplify, and codify the statutes relating to the 
transfer of real property to State agencies and institutions for public purposes, 
and establish uniform criteria for determining public benefits and terms and 
conditions governing use of transferred property.” 

This agency fully supports the views expressed before the subcommittee by 
the administration representatives at the hearings on Recommendation No. 23 
of the Hoover Commission. Codification of the laws relating to the transfer 
of Federal surplus real property to State institutions and the development of 
uniform criteria for public benefit allowances and for terms and conditions of 
disposals will improve the operation of the Federal programs in this field and 
provide fair treatment for all those who would be eligible to receive such 
property. 

There is attached for consideration by the subcommittee a digest of the sey- 
eral surplus real property laws administered by this agency. It graphically 
demonstrates the diversity which exists in the laws governing disposals of such 
Federal surplus property. 

The public benefit allowances vary under these laws from 50 percent to 100 
percent, and on public health and educational property the allowance is in such 
amount as the Secretary of Health, Education, and Welfare determines in each 
case. The institutions eligible to receive the property generally cover States and 
local governments, but in some instances include tax-supported institutions and 
nonprofit institutions which are not tax supported. 

The terms and conditions applicable to the disposals differ considerably, too, 
under the laws. In some instances provision is made regarding the manner of 
enforcing compliance with the terms and conditions of the disposal. In other 
instances, no provision appears on this subject. 

We recognize that these differences in laws are attributable to differences in 
the character of the property involved and of economic and other conditions 
affecting the property and the public which existed at the time of their passage. 
Nevertheless, some simplification and unification can be recommended today in 
the operation of these laws to improve administration and remove outstanding 
conflicts and inequities. 

Attention is invited in this connection to laws administered by other Federal 
agencies which involve disposal of Federal realty to States and local govern- 
ments, e. g., section 17, Federal Highway Act (23 U. 8. C. 18), section 16, Federal 
Airport Act (49 U. 8. C. 1115), and Public Law 387, 83d Congress (68 Stat. 173), 
dealing with the disposal of public lands for recreational, historic monument, 
or other public purposes. 

Historically, this subject has been under consideration by the Congress at 
least since 1935 when it adopted legislation providing for the transfer of obsolete 
public buildings to States and local governments at 50 percent of the appraised 
value of the land. In the extended hearings that took place on this legislation, 
the thought is repeatedly emphasized that the Federal Government, after expend- 
ing public funds to acquire such properties, should be reimbursed on their disposal 
to provide needed Treasury receipts. 

This particular thought was again emphasized during the extended hearings 
preceding the passage of the 1948 law which authorized the transfer of Federal 
surplus real property to States and local governments for park and recreational! 
purposes at 50 percent of the fair value of the properties based on the highest 
and best use of same at the time offered regardless of their former character or 
use. It is the belief of this administration that the need for Treasury revenues 
is more acute today than was this need when the referred-to legislation was 
enacted. 

Specifically, we recommend that in the transfer of Federal surplus real prop- 
erty to State and local governments for wildlife-conservation use a price be 
charged of 50 percent of the fair market value of the property rather than that 
it be donated without monetary consideration, as is now provided in Public Law 
537 of the 80th Congress. In this connection the administration recommends 
further that Public Law 537, 80th Congress, which is an independent statute, be 
repealed and the revised provisions of that law be incorporated in the Federal 
Property and Administrative Services Act of 1949. 
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We also recommend that where Federal real property is acquired by munici- 
bs palities for street-widening purposes, other than projects approved by the 
nish a Government for Federal aid, the property be sold to municipalities at 50 percent 
ization of the fair market value of such property. 

488100 ) We recommend, too, that the eligibility and assignment of property to the 
Secretary of Health, Education, and Welfare, for subsequent transfer by the 
to the Secretary to States and local governments, tax-supported and nonprofit insti- 
rposes, tutions for educational or public-health use, be limited to those properties the 
ns and chief value of which is for such purposes, as determined by the Administrator 
of General Services. 

ttee by Section 203 (k) (1) of the Federal Property and Administrative Services Act 
No. 23 is the only provision in any of the acts referred to which grants to an official 
ransfer of the executive branch the sole discretionary authority to determine the price 
nent of charged for Federal surplus real property. This authority has been administered 
ions of by the Secretary of Health, Education, and Welfare on the advice of the Office 
‘id and of Education and the Public Health Service substantially on the basis that, in 
e such practically all cases, the public benefit derived locally by the United States by 
the use of such property for these purposes was equal to 100 percent of the fair 
he sev- market value of same. 

hically While we do not question the fact that the local benefit is substantial, we 
of such believe that these properties, which have been purchased from general Treasury 
funds acquired from all taxpayers on a nationwide basis, should be sold to local 
to 100 communities on a basis of obtaining the same financial return to the Federal 
in such Government to compensate it for the original acquisition cost as is provided in 
in each other laws dealing with the disposition of Federal property. 

tes and The imposition of such a financial requirement would also have the beneficial 
ns and effects of helping to defray the Federal Government’s cost of administering the 
disposal program and deterring unjustified requests for property from State 
ly, too, institutions. It will place a more equitable division of fiscal obligation and 
nner of responsibility on the Federal and local governments. 

a other From experience gained as a result of the Korean war in administering the 
recapture provisions contained in most of these laws, we also recommend that 
nees in in the general revision of same the Government reserve the right to recapture 
ditions title to the property in case of national emergency and not merely to recapture 
assage. use only. 

day in As a result of the Korean war the Department of Defense found it necessary 
randing to exercise these recapture rights. In a number of instances such recapture was 
inadequate for the reason that the use of the properties involved large expendi- 
federal tures of Federal funds for improvements and renovations, which could not be 
govern- accomplished with title remaining outside the Government. As a result, ex- 
federal tended negotiations were necessary to avoid court action to reacquire title. 
t. 178), Since the primary objective of these recapture provisions when the legislation 
lument, was passed was to save time, this objective was largely dissipated in practice. 


Of lesser importance but consistent with the general thought expressed herein, 
ress at it is also recommended that in the transfer of Federal surplus real property 
ybsolete to State and local governments for historic monument purposes, they be made 
praised on the basis of a rate of 50 percent of the fair market value of the property. In 
slation, this connection attention is called to the fact that the program applies not to 
»xpend- national monuments, but to monuments having a regional or local significance. 


lisposal Aside from the change in recapture provisions recommended above for all prop- 
erties, we do not recommend in the case of surplus military airports that the 
earings monetary consideration therefor be changed. These are special purpose proper- 
federal ties with a very high national defense utilization potential in case of national 
ational emergency. The high cost of maintenance imposed by the terms and conditions 
highest of transfer warrants special treatment. 
sealed I, Obsolete buildings (act of Aug. 26, 1935, 49 Stat. 800; 40 U. S. C. 3450) 
on was 1. Allowance: 50 percent of appraised value of the land. 
2. Property: Certain surplus Federal buildings and sites which have been 
il prop- suyplanted by new structures. 
rice be 3. Interest: Fee. 
an that Pr Grantees: States, counties, municipalities, or other political subdivisions of 
i Taw States, 
teen 5. Terms: Sale shall be for public use upon such terms as may be prescribed 
tute, be by regulations of the Administrator of General Services. He may waive interest 
Federal charges on deferred payments. 

' 6. Compliance: No provision. 
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II. Street widening (act of Aug. 26, 1935, 49 Stat. 800; 40 U. 8. C. $450) 
1. Allowance: 100 percent. 
2. Property : Portions of any Federal building site desired for a comprehensive 
street widening program. 
3. Interest: Fee. 
. Grantees: Municipalities. 
. Terms: No provision. 
. Compliance: No provision. 


. Airports (sec. 13 (g), Surplus Property Act of 1944, as amended (50 U.S. ¢, 
App. 1622 (g)) 

. Allowance: 100 percent. 

. Property: With the approval of the Administrator of General Services, 
any surplus real and personal property which in the determination of the Ad- 
ministrator of Civil Aeronautics is suitable for airport purposes, excluding 
property classified as industrial by the Administrator of General Services. 

3. Interest: Fee. 

4. Grantees: Any State, political subdivision, municipality, or tax-supported 
institution. 

5. Terms: (a) Consent of Administrator of Civil Aeronautics needed for use 
or disposal of the property for other than airport purposes. 

(0) Operation shall be for public benefit without discrimination. 

(c) No exclusive right or use shall be granted. 

(d@) Shall mitigate airport hazards. 

(e) During national emergency there shall be free Federal use of the prop- 
erty. 

(f) The Government retains free landing privileges. 

(9g) Release of Government from prior claims of grantees, relating to the 
property. 

(h) Upon breach of terms, all or part of property, at option of the Govern- 
ment, shall revert to the Government in existing conditicn. 

(1) Omission of any of foregoing terms and addition of others may be made 
upon determination by the Administrator of Civil Aeronautics or the Secretary 
of the Army or the Secretary of the Navy that such omission or addition is in 
the interest of the Government in civil aviation or national defense. 

6. Compliance: Administrator of Civil Aeronautics has sole responsibility for 
enforcement of terms and is authorized to reform and grant release from 
terms. 


IV. Public park and recreation (sec. 18 (h), Surplus Property Act of 1944, as 
amended (50 U. S. C. App. 1622 (h) ) 


1. Allowance: 50 percent of the fair value of the property as determined by 
the Administrator of General Services based on the highest and best use of 
the property at the time offered regardless of its former character or use. 

2. Property: Surplus land, including improvements located thereon, deter- 
mined by the Secretary of the Interior to be suitable for public park or public 
recreational uses. 

38. Interest: Fee. 

4. Grantees: Any State, political subdivision, instrumentalities thereof, or 
municipality. 

5. Terms: Property shall be used and maintained for purpose for which con- 
veyed for not less than 20 years; upon cessation of use or maintenance, all or 
any portion of the property shall, at the option of the United States, revert to the 
United States; and such additional terms, reservations, restrictions, and condi- 
tions determined by the Administrator of General Services to be necessary to 
safeguard the Government’s interests. 

6. Compliance: By section 203 (k) (2) of the Federal Property and Ad- 
ministrative Services Act of 1949 the Secretary of the Interior is responsible 
for enforcing compliance with the terms and conditions of conveyances ant 
granting releases therefrom subject to the disapproval of the Administrator of 
General Services within 30 days of the date of notice of any proposed action. 


V. Historic monuments (sec. 18 (h), Surplus Property Act of 1944 as amended 
(50 U. 8. O. App. 1622 (h)) 
1. Allowance: 100 percent. 
2. Property: Property which was acquired before January 1, 1900, and has 
been determined by the Secretary of the Interior, in conformity with the recot- 
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wendation of the Advisory Board on National Parks, Historic Sites, Buildings, 
und Monuments, as suitable for such use. 

8. Interest: Fee. 

4. Grantees: Same as in case of park transfers. 

5. Terms: Same as in park transfers. 

6. Compliance: Same as in park transfers. 

VI. Wildlife conservation (act of May 19, 1948 (62 Stat. 240; 16 U. S. OC. 667b-d) ) 

1. Allowance: 100 percent, 

2. Property: Any excess real property, with or without improvements, as de- 
termined by the Administrator of General Services, which, in his determination, 
is chiefly valuable for wildlife conservation purposes and is available for such 
use. 

3. Interest: Fee. 

4. Grantees: States. 

5. Terms: Reservation of oil, gas, and mineral rights; reversion of title if 
property not used for the purpose for which conveyed, or if needed for national 
defense. 

6. Compliance: No provision. 

VII, Public health and education (sec. 203 (k), Federal Property and Adminis- 
trative Services Act of 1949, as amended (40 U. S. C. 484 (k))) 

1. Allowance: Sale or lease value as determined by the Secretary of Health, 
Education, and Welfare taking into consideration benefit which has or may 
werue to the United States from such use of property by the grantee. 

2. Property: Surplus real property, including buildings, fixtures, and equip- 
ment situated thereon, recommended by the Secretary of Health, Education, and 
Welfare as needed for educational or health purposes. 

3. Interest: Leasehold or fee. 

!. Grantees: States and their political subdivisions and instrumentalities, 
lax-supported educational or medical institutions, and nonprofit educational in- 
stitutions or hospitals. 

5. Terms: Not specifically stated, but by clear implication such as may be 
prescribed. by the Secretary of Health, Education, and Welfare. 

6. Compliance: Responsibility for enforcement, reformation or release of 
terms is that of the Secretary of Health, Education. and Welfare. 

Mr. Peyton. I think it would be very helpful if we could simplify 
and codify the statutes because, it seems to me, that fundamentally 
we are handling about five different laws all of which grant different 
public benefit allowances, so called. Park and recreation is 50 per- 
cent; wildlife and conservation is 100 percent discount Then you 
have health and education, and so forth. It seems to me that Con- 
gress might want to consider: What the Federal Government should 
obtain as a fair return on its investment in these properties. 

Under the 1935 Surplus Property Act, as you recall, there was 
across-the-board provision for 50 percent discount for obsolete post 
offices and public buildings. I do not say that 50 percent is necessarily 
the right percentage, but I do think some simplification of these vari- 
ous laws would be very helpful in our administration. And, I think 
it would save money in administration. 

Mr. Hotirtevp. Mr. Elliott, would you be able to furnish us within 
reasonable length of time, a memorandum on this subject ? 

Mr. Exxrorr. Yes, sir, we certainly should. 

Mr. Mansure. We already have furnished it to the Bureau of the 
Budget recommendations along these lines for the executive branch. 

Mr. Exuiorr. Within the health and educational disposal. We pro- 
posed a Presidential directive under 205 of our act. 

Mr. Hotirtetp. I see. 

Mr. Exuiorr. But, there will be further legislative action necessary 
a of this different application with respect to wildlife, and so 

orth. 
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Mr. Fascetx. I am interested in this one statement he just made with 
respect to the recommendation that you have made to the Executive on 
health, education, and welfare. 

Mr. Exxiorr. Yes sir. 

Mr. Fasceti. That is now pending ? 

Mr. Extiorr. Yes, sir; we submitted to the Bureau of the Budget 
recently, a proposed presidential policy under 205 (a) of our act. 
The President is authorized to issue policies which will guide all 
executive agencies. 

Mr. Fascetu. What does that relate to, value that would be allowed 
discount of value, or what ? 

Mr. Peyton. No, the policy simply establishes criteria for deter- 
mining the chief value of the property. 

Mr. Fascet. In other words, going back to this report under the 
present law, the responsibility is in HEW to recommend use, but GSA 
has the final determination as to whether or not they are going to 
release it ? 

Mr. Peyton. That is correct, sir. 

Mr. Fasceiy. As I understand this, assignments in Florida have 
been held up by GSA. Have all assignments throughout the country 
been held up ? 

Mr. Exuiorr. Yes, sir. 

Mr. Peyton. That is right, until this policy is firmed. 

Mr. F'ascext. ‘Until the policy is firmed ? 

Mr. Peyton. That is correct sir. 

Mr. Fascetu. Give me now, again, what this policy proposes to do? 

Mr. Perron. The policy proposes to set up criteria for determining 
which property should be assigned for health and education, and which 
should be offered for sale. Briefly, the categories of property are 
those designed and constructed by the Government for health and 
educational purposes, such as hospitals and schools; these would nor- 
mally be assignable to HEW. 

Industrial property, on the other hand, including industrial land, 
would not be. Where we have had most of our trouble in the adminis- 
tration of this law has been over the determination of the chief value 
of the property. In other words, we have requests for industrial 
property, commercial property, and residential property for health 
and educational purposes. It seems to us that in many of these cases, 
the health and educational justification was subordinate to their chief 
value for industrial or commercial or residential purposes. 

Mr. Fascett. What you are saying, in effect, then, 1s that the recom- 
mendation of the Department of HEW, based on the application, is 
that the applicant has not justified the use for the property in order to 
have it declared surplus, so that it would be transferred by you, in 
your judgment, for the best possible use. 

Mr. Exxiorr. Mr. Fascell, let me give you an illustration which 
actually did not come to a formal recommendation by HEW, but edu- 
cational institutions were interested in it. 

The old Assay Office near the foot of Wall Street, in New York. 
You know what real estate is there. There were educational institu- 
tions that wanted to use that for a college annex. 

Now, it was apparent to us that that was, no matter how many 
students they were going to put down on Wall Street, an inappropriate 
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place for a college annex, and was a highly appropriate place where 
the property should be sold privately as an office building for use in 
banking and related fields. 

Mr. Fascerz. I know. But, let me inquire right at that point. Don’t 
you have ample authority right now to say, “Well, we are not going 
to grant this recommendation, we are going to sell the property.” 
And you have the final decision ? 

Mr. Exxrorr. We do, sir. 

Mr. Fascetx. But, if this new policy is put into effect, the basis of 
which is, as 1 understand it, unless the real property in the first in- 
stance has the requirements which would make it available for the use 
of public or health institutions that that would be the basic criteria 
and, if that is not there, then the property must be sold; so that it 
eliminates all discretion from GSA and means that the property except 
in certain specific instances, will in all cases be sold ? 

Mr. Peyton. I do not think it takes any discretion away from GSA. 
It is within GSA’s discretion to define the chief value of the property 
in the first place under this policy statement. 

Mr. Fascetx. I know, but if a policy binds you to the original. 

Mr. Peyton. It is GSA’s own policy that we are issuing to clarify 2 
very cloudy subject. 

Mr. Exansorr. Mr. Fascell, I do not think they are all going to be 
black and white. Between the case of the building that was built and 
used by the Government for a hospital, and the Assay Office in New 
York, on the other, there are going to be a lot of grey categories. 

Now, I have no idea, of course, what will ultimately be adopted. 
But, as we recommended this policy, we also included in the recom- 
mendation the clarification that the Administrator set up a board on 
which the Bureau of the Budget and HEW would be represented, the 
Bureau of the Budget being the advocate of the sales and the HEW 
being the advocate of donation, which would pass upon the grey cases. 
So that everybody, you might say, would have his day in court. 

Mr. Fascerxi. Let me ask you: Would the implementation of this 
policy, in effect, change the present spirit of the law with respect to 
donation under the HEW program ? 

Mr. Peyton. Technically, these are not donations of real estate. 

Mr. Fascexu. I am using the term loosely. 

Mr. Pryron. The Department of Health, Education, and Welfare 
established a system by which public benefit allowances are graduated 
from 100 percent discount down to 40 percent. And they have to earn 
that by use. 

In other words, if it is—— 

Mr. Fascetx. A condition of transfer. 

Mr. Peyton. A 20-year restrictive, conveyance they get a 5 percent 
earned use credit per year. If they use it 10 years, and they do not 
want to use it for educational purposes any longer, they have to pay 
the remaining 50 percent of the fair market value to get their release 
from that restriction. 

Mr. Fascetn. Or, turn it back to the Government. 

Mr. Peyton. Yes, either one. 

So, it is not a donation program in the usual sense of the word. 

Mr. Mansore. Let me give you a little better example, a rather ex- 
treme case, but it is a case. 
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In one of the locations where the Government has quite a bit of 
property, there is considerable acreage which is not being used. I 
asked the question why we had this acreage. The problem was this, 
the Government acquired it at $300 an acre. It is worth now about 
$1,200 an acre. Our local people feel that that should be sold for a 
very important housing development and so forth. 

The local people would like to have it for a park. 

There is no need for a park in that location. We believe it should be 
sold and go back on the tax rolls so that the municipality will receive 
an income from taxes from it, and they can build badly needed houses 
there. There is where you get into the difference of opinion. 

Mr. Fascrety. Of course, that is debatable also, depending upon what 
State you are in, because, it might not put that property back on the 
tax roll. 

Mr. Pryron. In this case, it would go back on the tax roll. 

Mr. Fascett. I am interested in this policy decision. Did I under- 
stand you correctly that the policy decision emanated from the GSA? 

Mr. Etxrorr. No, sir; we made a recommendation to the Budget 
Bureau that a policy be established. In accordance with custom, we 
have set up a draft of what we think, for discussion purposes, should 
be ina policy. 

Now before it even gets over to the White House, I am sure they fol- 
low established procedure, and will consult with HEW. They will 
study it themselves, and they will consult with the military and others 
that are interested. 

Mr. Fascetu. Well, is this classified material, or is it available to 
this committee? I would like to see a copy of the policy, because, 
frankly, I am ata loss to reconcile the difference between making this 
property available at a discount for public benefit, or returning an 
amount of money to the Treasury. Now, if you wanted to squeeze the 
last dime out of the property, I think you can do it with all property 
if you try hard enough. The question is whether or not in the spirit 
of making the property available to public institutions, under this pro- 
gram, we are going to continue to allow benefits, and if we are going to 
restrict the policy by which the GSA will make property available and 
establish a definite criteria, then, I think we ought to take a good look 
at the criteria and see whether or not we have not changed the law. 

Mr. Exxrorr. I do want to make this comment, Mr. Fascell, that we 
are not talking about an established policy that is about to be signed 
tomorrow, we are talking about the first draft which we have sub 
mitted, that has to go through quite a few channels. 

Mr. Fasceti. Let me ask you this, how long have assignments bee! 
held up ? 

Mr. Perron. About 30 days. 

Mr. Fascety. How long do you expect they will be held up? 

Mr. Pryron. I would not like to guess, sir. The matter is subject to 
consideration of other people who wanted to 

Mr. Fasceity. At least 30 days? 

Mr. Peyton. I would think so. 

Mr. Fascerx. Let me ask you one more question, then. Do you ex 
pect that if the policy is implemented, that it would affect recommends 
tions already made? 

Mr. Peyton. It could. 
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Mr. Houtrrevp. Off the record. 

( Discussion off the record.) 

Mr. Hourrtetp. On the record. Are there any further questions ? 

Mr. Fascetx. No, but I would like to see a copy of the policy sug- 
gestion. } 

Mr. Mansovre. I do not see any reason for the committee not having 
it, but I would like, in view of the fact that it has already been sub- 
mitted to the Bureau of the Budget and to the Department of Health, 
Education, and Welfare, to wait until we have their comments. It is 
in draft form at present. 

Could we make it that way? After they review it, and submit their 
comments, We may want to change it. 

Mr. Fascetu. Let me ask a question, right here. I might not be up on 
procedure and all that sort of stuff, but where does the Bureau of the 
Budget come in on this problem ? 

Mr. Exasorr. The Bureau of the Budget is the normal administra- 
tive channel with Executive orders and similar documents of Presi- 
dential policy which flow to the White House. 

Mr. Mansore. They are sort of the review court. 

Mr. Exuiorr. And a screening court. 

Mr. Mansure. Yes; a screening court. 

Mr. Exxiorr. When an agency proposes an Executive order for Pres- 
idential policy, the Bureau of the Budget is the one that takes it in 
hand and gets the views of all the different agencies. 

Mr. Hottrretp. They are the arm of the President. 

Mr, Fascetyi. Did some question arise on this by the Bureau of the 
Budget which required you to respond through them ? 

Mr. Exxitorr. That would be our normal channel in presenting a 
Presidential policy or Executive order. It would be for any agency. 

Mr. Fascetz. I know. I am interested in knowing why, because 
here you have a complete study on the problem in which I do not see 
anything except the establishment of a uniform codification of some 
kind. We have nothing emanating from the executive branch; we have 
no independent surveys and yet they have picked out one specific iso- 
lated recommendation that they are going to change a policy on, and 
I think it is an interesting point. I would like to know more about it. 

Mr. Exutiorr. This came about before the recommendation. 

Mr. Perron. Mr. Chairman, while the Commission report does not 
go into it, the task force report had a great deal to say about this sub- 
ject. I do not know why it was not mentioned in the report. 

Mr. Hortrrecp. Let me disabuse your mind, if it needs disabusing, 
of the fact that the task force was strictly a study group to present 
their findings to the Commission. The Commission was under no 
obligation to accept them. 

Mr. Peyton. That is right, sir. 

Mr. Hotirretp. Either in toto or part way, they reserved complete 
right to recommend to the Congress certain recommendations and to 
reject others, which the task force made, Therefore, the task force 
study should be considered in that guise. 

Mr. Fascety. I would like to read this statement on page 90 of the 
Commission report : 


Public benefit allowances which are granted to transferees range from 40 to 
100 percent of fair value and are determined by the use of laws that were devel- 
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oped by the Department of Health, Education, and Welfare. In practically all 
cases the public benefits that accrue are considered to equal or exceed the fair 
value of the property. 

Mr. Peyton. This GSA policy statement has nothing to do, sir, 
with the amount of the public benefit allowance granted by the De- 
partment of Health, Education, and Welfare. 

Mr. Fasceitn. Except that if it is implemented, it will make more 
property available for direct sale, and less property available for 
transfer on recommendations. 

Mr. Peyton. Well, we get down to this basic problem of whether 
the property is chiefly valuable for health and educational purposes 
or whether it is equally valuable for industrial development or other 
commercial uses. 

Now the act gives the administration the discretionary authority 
to make that decision and, if we do not exercise it we are automatically 
granting anything that we are asked for. 

Mr. Fascetu. I agree with you, Mr. Peyton, and that is the reason 
I asked this question again: Since you already have the overriding 
authority to grant or not to grant a recommendation, why do you need 
to send up to the executive branch of the Government a firm policy 
with respect to the establishment of a criteria ? 

Mr. Exxiorr. I wonder if I could answer that? 

Mr. Houtrrevp. All right, go ahead. 

Mr. Exxiorr. We have—— 

Mr. Houirrevp. They asked for it. 

Mr. Fascetxt. That is what I am trying to get them to tell me. They 
say it isemanating from them. 

Mr. Exxiorr. No, there is a task force in the Budget Bureau to 
which Mr. Peyton referred to, to review this whole real property 
situation, the real property holdings of the Government, to see how 
many can be pried loose from the Government and placed back in 
private hands or put on the tax rolls and the proceeds returned to 
the Treasury. 

Mr. Fasceti. That idea came from GSA, or did it come from the 
executive branch of the Government ? 

Mr. Mansvre. I think it was a combination of both. In other 
words, we ran into this problem. There is a great impression among 
people generally that GSA has billions of dollars worth of property 
on hand for sale. Now that is not the case. 

What is the amount of surplus real property we actually have? 

Mr. Pryton. It is roughly $250 million at acquisition cost today, 
exclusive of the national industrial reserve. 

Mr. Mansvre. There are billions of dollars, of what categories we 
do not know, held in all of these various agencies. 

It was thought that if we could get 1 or 2 people that were highly 
qualified in real-estate operations to see if some of this property could 
be pried loose from whatever the agency department might be, then 
we could go out and try to dispose of this property. However, we do 
not actually have the property in GSA now to dispose of. As we 
referred to it, GSA has a beautiful meat market with all of the neces- 
sary equipment but we haven’t got much meat in it. We haven’t much 
to sell. 
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Mr. Fascetn. I can recognize that problem, but once a holding 
agency has declared real property as surplus, then it becomes a problem 
of screening. 

Mr. Mansvre. But they have not been declaring much of it surplus. 
Weare trying to get them to declare it surplus. 

Mr. Fascetn. All right, what happens when it is declared excess? 

Mr. Mansvure. Then we can sell it, but we are trying to get it to the 

oint now where they will declare it as surplus, so we can sell it. 

Mr. Fascexu. Let’s assume, for the purpose of this discussion, that 
a holding agency has declared a piece of real property as excess. Does 
that give you the authority to screen all other Government agencies 
to determine whether or not they shall use that property ? 

Mr. Mansvre. That is correct. 

Mr. Extiorr. Right. 

Mr. Fascetu. All right. Let’s carry that example further. Let’s 
assume it makes the rounds and finally gets over to HEW, and that 
we have a fine use for this in Oklahoma for an Indian school, what- 
ever it might be, and they come up with a recommendation and they 
think they have justified it, and they lay it on your desk. Now all you 
have to do is to review that recommendation and determine whether 
or not it is justifiable in your opinion. Now, you can turn it down if 
you want to under the present law, and say, “No, we can get more money 
out of that property. The money that would be received is greater 
than the public benefit that is justified on this application, therefore, 
I shall recommend that the property not be given to HEW and issue 
a recommendation that the property be sold.” 

Is that not true ? 

Mr. Exxiorr. Yes, but Mr. Fascell, it is not always a question of 
money. In the example that I gave, which is admittedly 

Mr. Fascetu. I am glad to hear you say that. 

Mr. Exxiorr. A matter of what is the most effective use for the 
community as a whole, where the assay office in New York on Wall 
Street, the old building, is much more effectively used as a private 
office building than it is for a college annex. 

Mr. Fascetn. But, incidentally, brings more money to the Federal 
Government. That would be a fine project, wouldn’t it? 

Mr. Exxiorr. That would be a fine project, too, but money is not 
the exclusive criterion. We have founh this, perfectly frankly, there 
are the two policies. One is, let’s say, sponsored by HEW, which is 
to have as many assignments as possible. The other is the policy of 
putting property back on the tax rolls, putting it to effective use and 
getting the proceeds. 

Now in those circumstances Mr. Mansure felt that this was one of 
the appropriate places to have a Presidential policy, and there is, as 
[ say, a specific provision in the act, and, to my mind at least, it is 
the sort of situation that the Congress contemplated when they set up 
205 (a), that where you have divergent views within the executive 
branch of the Government that affect property management, the Presi- 
dent could establish a general policy. And, we have started the ball 
rolling toward getting this sort of policy. 

Mr. Fascett. That means to me, then, that you no longer want the 
right to make a decision on the matter, but you want a clear-cut ad- 
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ministrative policy emanating from the White House which will take 
you off the spot. 

Mr. Exxiorr. Well, it is going to establish criteria, but as I said 
before, it is not going to take us off the spot in all cases, and we are 
not kidding ourselves. There are going to be the black cases that will 
be clear, and the white cases. But there will be the vast majority of 
gray cases in between that will require the exercise of individual <is- 
cretionary judgment. And, on those, Mr. Mansure’s suggestion was 
that he set up a board in which HEW would be represented, and also 
the Bureau of the Budget to pass on the gray cases. 

Mr. Fasceti. That loses me right there. You lose me right there. 
I cannot understand why, where you have got the discretion and thie 
final determination, why the Bureau of the Budget has to make any 
decision with respect to a recommendation by HEW, both of whicli 
are administrative agencies. 

Mr. Exxtorr. The reason for this board, in the gray, was that the 
Bureau of the Budget is the advocate of selling the property and 
putting it back on the tax roll. HEW is the advocate of assigning it 
for health and education. 

Mr. Fascetn. Yes, sir; which is another way of saying: that I 
propose to change the present law, whereby GSA now has the sole 
discretion on a recommendation by HEW, so that under this advisory 
board, the HEW and the Bureau of the Budget would battle it out, 
and I would venture to say that the Bureau of the Budget would win 
every time. 

Mr. Extrorr. I could not venture to say that, sir. 

I do want to point out that both would have their day in court. 
The final decision would still remain in the Administrator within that 
area. 

Mr. Fascety. You mean the Administrator of GSA would still have 
the final decision ? 

Mr. Exxiorr. He would still have to take the responsibility, but 
he would have 

Mr. Fasceti. How could he make a decision contrary to an executive 
directive ? 

Mr. Exxiorr. The executive directive would set up criteria. Prop- 
erty clearly in this criteria would be sold; property clearly in this 
criteria would be assigned for health and education. 

Mr. Fasceti. May I ask Mr. Mansure a question ¢ 

Mr. Exuiorr. There would be property in between in which judg- 
ment has to be exercised. 

Mr. Fascetu. I would like to ask Mr. Mansure a question. If that 
problem has existed for some time with respect to real property on 
the basis of recommendations coming out of HEW, why wouldn’t you 
undertake to establish the criteria yourself in your own department 
so that you would eliminate that problem ? 

Mr. Mansvure. We do that but, of course, that is a subject of con- 
siderable discussion between the two departments of the Government. 
For example, we take a building which was formerly used as a hospital 
in a big important city. It is no longer required. Naturally, the 
municipality would probably feel that it could be turned over to then 
for use of some other type of hospital, not the type that it has been. 
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Ul take We have an example of that now. The building could be, for a 
reasonable amount of money rehabilitated as a Government office 
I said building. 

Wwe are Now that is a pretty tough problem to solve. In other words, are 
at will you going to rehabilitate it at a reasonable amount of money, instead 
rity of of building a new building, or are you going to continue to rent very 
ual clis- badly needed space in a high rent area; or are you going to let the 
ON Was community have it for the use as a hospital ? There is where you do 
nd also not hi ave the black and white. In other wor ds, as far as the Govern- 


ment is concerned, looking at it from our standpoint, there is no ques- 

, there, tion that it should be used for a Government office building, but is that 

ind the to the best interest of the community? In other words, are you going 

ke any to waive the interest of the Federal Government from a monetary 
which standpoint and recognize a public-health need. 

Mr. Fascetn. You have got that decision to make on every one of 


hat the those recommendations. 

ty and Mr. Mansoure. Well, they all are not like that. But, some of them 
ning it vo to the extreme, where they want a park where it very logically 
should be used for a housing development. 

that I Mr. Fascei. I know there was distinct reservation by someone—I 
he sole am sorry I cannot recall who it was—that was testifying, Mr. Chair- 
lvisory man, as to the emanation of this particular establishment of a criteria. 
It out, I sort of have the feeling that it came down to you, rather than going 
ld win up from you. 

Mr. Mansure. No, I do not think we intended, to leave that im- 
pression if that was the case 
court. Mr. Exxrorr. I do not intend to leave that impression. I did say 
in. that that this task force on real property within the Budget Bureau has 
| been putting on this drive, and in the light of that drive we feel that 
iI] have here was one area in which we should have a Presidential policy, and 
we have asked for a Presidential policy. 
ty, but Mr. Horarterp. I think that we should, for clarification, say that 
, the task force referred to is a special task force in the Budget Bureau. 
ecutive It is not a task force connected with the Hoover Commission. 

Mr. Mansure. That is correct. 

_Prop- Mr. Ex.iorr. That is correct. 

in this Mr. Horirretp. Therefore, it is, in effect, an administration policy 

at this time to get back on the private rolls as much property as is 

j possible. The Budget Bureau is pressing on that program, and as 

1 judg- a result of that pressure upon your organization, you feel that you 
need some clarification of administration policy in order for you to 

If that properly emphasize administrative judgment ? 

arty on Mr. Mansure. We feel there is confusion in the program. 

nt you Mr. Horirreip. There is confusion, and what you are seeking is a 

rtment clear delineation of your responsibility because you are torn between 

two agencies of Government on this point. 

of con- Mr. Mansurr. That is correct. 

‘mnent. Mr. Fascenz.. Mr. Chairman, thank you for that statement. I am 

ospital glad T finally got it straight. 

lly, the Mr. Houirrenp. Off the record. 

io them (Discussion off the record.) 

Ss been. Mr. Hottrteip. On the record. 

Mr. Mansvre. We would appreciate any suggestions from the com- 

iittee, 
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Mr. Houtrrevp. Well, we might say that any policy adopted by the 
administrative or the executive branch, will be reviewed by the Con- 
gress and, if it is of enough importance, we might change it by legis. 
lation. 

Thank you, gentlemen, very much. 

(Whereupon the subcommittee adjourned at 12:25 p.m.) - 
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THURSDAY, JUNE 9, 1955 


House or RepPreseNTATIVES, 
SuscomMiItTee on Minirary OreraTIons 
OF THE COMMITTEE ON (GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:05 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present: Representatives Holifield (presiding), Riehlman, Lips- 
comb, McCormack, and Griffiths. 

Also present : Michael P. Balwan, staff director. 

Mr. Hoxtriretp. The subcommittee will be in order. Members of 
the GSA will take their place at the table across from the reporter. 

The Military Operations Subcommittee recently decided to continue 
its inquiry into the Government’s program for achieving maximum 
utilization of its excess personal properties and for administering the 
surplus property disposal program. This program has grown to such 
huge proportions that in the second quarter of fiscal year 1955, it 
amounted to over $600 million. For the last 6 months of 1954 alone, 
$1,242,963,801 worth of property was determined excess by the own- 
ing departments. 

Not all of this was sold. About $21 million of the $600 million 
was utilized within the Government itself by interdepartmental trans- 
fers. This interdepartmental transferring is achieved by a process 
called screening. This is a form of advertising among t&e Govern- 
ment agencies to determine whether the excesses of one agency may 
be used by another agency. 

The remainder after such redistribution within the Government is 
either destroyed, donated, or sold to the public. 

The Congress has had a long-standing interest in surplus property. 
In the 80th Congress I was a member of the Rizley Committee on 
Surplus Property and we studied the War Assets Administration. 
During the 82d Congress, some subcommittees of the Government 
Operations Committee reviewed this program with more emphasis 
on surplus in foreign countries. In the 83d Congress the Riehlman 
subcommittee studied disposal practices at the installation level at 
10 various military bases in the United States. Their report was issued 
in February 1954. That report contained many recommendations 
based on its findings of practices in merchandising surplus property. 
[It had been intended to carry on further hearings with the military 
department headquarters before the 83d Congress expired. This 
plan was unfortunately not achieved because of pressure of other 
subcommittee activities. 

Meanwhile, the task force of the Hoover Commission made an ex- 
tensive study and recently reported on surplus disposal in the Federal 
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Government. It was not surprising to learn that this program which 
was reported to be primarily a disposal program of military personal 
property continues to be beset with a multitude of problems. Not the 
least of these is the problem of getting the highest possible returns 
for the Federal Government. 

About 2 weeks ago this subcommittee began hearings on the actions 
contemplated to be taken by the executive departments on the recom- 
mendations of the Hoover Si oeaiialan, These were held in executive 
session and officials of the General Services Administration and the 
Assistant Secretary of Defense for Supply and Logistics were heard. 

While the subcommittee understands that there has been too short 
a period between the issuance of the Commission report and any 
announcement concerning the implementation on the Tenens Com- 
mission recommendations, it is nevertheless this subcommittee’s opin- 
ion that such corrective action could have been taken on the basis of 
the Riehlman subcommittee surplus report issued 18 months ago. 

The purpose of this subcommittee’s hearings, therefore, is to ex- 
amine the present organization of the military departments for admin- 
istering the disposal program. Our subcommittee intends to review 
the actions taken on the Riehlman subcommittee report and to inquire 
into the present trends in the volume of disposals, as well as of the 
returns on sales. This morning we have with us officials of the Gen- 
eral Services Administration who have been called to explain the 
general property utilization policies which is the responsibility of the 
Administrator of the General Services Administration. Mr. John 
Thomas, Director of the Division of Personal Property Utilization 
and Disposal will be our first witness. 

The subcommittee plans to call on the Director of the Materials 
Redistribution Division of the Department of Defense as soon as the 
General Services Administration representative has completed his 
testimony. 

The subcommittee will continue with its hearings tomorrow at 1! 
a.m. It will have at that time General McNamara from the Office of 
the Deputy Chief of Staff, Logistics, Department of the Army. 

On Monday and Tuesday of next week it is planned to have ofli- 
cials from the Department of the Navy and the Department of the 
Air Force on this same matter. 

Mr. Thomas, we will now hear from you. Do you have a prepared 
statement that you wish to make? 


STATEMENT OF JOHN THOMAS, DIRECTOR, PERSONAL PROPERTY 
UTILIZATION DIVISION, FEDERAL SUPPLY SERVICE, GENERAL 
SERVICES ADMINISTRATION; ACCOMPANIED BY LEWIS C. TUT: 
TLE, DEPUTY DIRECTOR, PERSONAL PROPERTY UTILIZATION 
AND DISPOSAL DIVISION; PAUL BARRON, COUNSEL; THOMAS 
A. KENNEDY, ASSOCIATE GENERAL COUNSEL; AND WILLIAM 
R. THOMAS, JR., DISPOSAL SPECIALIST, GENERAL SERVICES 
ADMINISTRATION 


Mr. Tuomas. No, we do not, because it is a problem which we dea! 
with every day, and I think that we can explain how we operate the 
governmentwide screening program very quickly. 
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I believe we can do it in about 20 minutes for you. I would like 
to say that we have Mr. Kennedy here with us, associate general 
counsel; and Mr. Barron, another member of our legal staff; and 
Mr. Tuttle, my deputy. 

Since the inception of the program, we have had four different 
screening programs. The first three we do not intend to go into at 
this particular time, but if any questions arise, we will be glad to 
answer them. 

From those previous programs, we have extracted the good and 
taken out what we have found to be the bad procedures and operating 
things that cause difficulties. 

Mr. Tuttle, my deputy, who has been very close to setting up, or 
issuing, the operating instructions, who has responsibility for the 
operation instructions being issued, and development, will in about 
90 minutes try to explain the full governmentwide utilization pro- 
gram. Isthat agreeable with the Chair? 

Mr. Horrrrevp. Yes. 

Mr. Turtix. The Congress in 1949 in enacting the Federal Property 
Act, to our mind, showed great wisdom in its provisions of section 
902 (a) of title IT of that act, among other provisions. 

Section 202 of the act is the one that deals with property utilization, 
and it provides very briefly that the Administrator of General Serv- 
ices shall prescribe policies and methods for achieving the maximum 
utilization of personal property and, also, that he shall provide for 
transfers of excess personal property between Federal agencies. 

We feel that these particular provisions of the Federal Property Act 
were an innovation in Government and have already, in the past few 
years, paid handsome dividends; and we hope to develop for you the 
reasons why we think so. 

There is one other portion of section 202 that I would like to men- 
tion, 202 (c), which provides that each executive agency, as far as 
practicable, shall make reassignment of property among activities 
within the agency when such property is determined to be no longer 
required for the purposes of the appropriation from which it was pur- 
chased. This, in effect, placed the responsibility directly on the head 
of each executive agency to achieve maximum internal utilization on 
its own personal property. And, under the statutory definitions in 
this act, it is only after an agency has determined that there is no 
further use for an item within its agency that it becomes, in effect, 
excess property and is handled in accordance with the GSA’s govern- 
mentwide excess regulation. 

Now without further ado, how does GSA’s screening program work ? 
Well, GSA operates principally a decentralized program. We have 
10 regional offices, and each of them plays an important part in the 
picture. As you know, they are located in Boston, New York, Wash- 
ington, Atlanta, Chicago, Kansas City, Dallas, Denver, San Francisco, 
and Seattle. 

To keep this picture as simple as possible, we will use just one region 
to explain, I think, this screening system. We will take the San Fran- 
cisco region. 

Now we have a chief of personal property utilization out there. 
and he has a staff of about 13 people. The San Francisco region covers 
a three-State area. All Federal agencies located within that three- 
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State area report excess property to the San Francisco regional office, 
including all military activities. 

This is property determined to be above and beyond the need of 
each of the agencies. In determining what excess should be reported 
to GSA, GSA’s regulation is used, and GSA regulation sets forth a 
list of items of property which need not be reported because of very 
little utilization potential. Anything not falling in those nonreported 
categories, each executive agency knows must be reported to the near- 
est GSA regional office. 

Now, what does the GSA do with these reports? Incidentally it is 
a standard form 120 that is normally used. Our regional utilization 
chief maintains a rather constant contact with the Federal agencies 
in this three-State area. He holds interagency meetings. He goes 
around and visits these agencies to the end that he has a rather inti- 
mate knowledge of the programs of the agencies and their property 
requirements. 

Oftentimes, therefore, when these reports of excess are receivd by 
him, he can immediately determine: here is certain property that is 
needed by the Agriculture Department or by the Commerce Depart- 
ment, and by a phone call can arrange a productive utilization transfer. 

(The regulations referred to follow :) 


[GSA Regulation 1—IIT] 


CHAPTER IIL UTILIZATION OF GOVERNMENT-OWNED PERSONAL 
PROPERTY 


Part I GENERAL PROVISIONS 


SECTION 101.00 GENERAL 


101.01 Scope. This Chapter prescribes the policies and methods governing 
the economic and efficient utilization (including replacement standards) of 
personal property located within the continental United States, Hawaii, Alaska, 
Puerto Rico, and the Virgin Islands. 

101.02 Surveys. Each executive agency shall continuously survey property 
under its control to assure maximum use and shall promptly report property that 
is excess to its needs. 

101.03. Reassignment of Property Within Executive Agencies. Each execu- 
tive agency shall, to the maximum extent feasible, reassign property within ac- 
tivities of the agency when such property is determined to be no longer required 
for the purpose of the appropriation from which it was purchased or the use to 
which it has been applied, and shall immediately discontinue procurement of 
items for which such property can be substituted or adapted. 


PART 2 PROPERTY UTILIZATION 
SECTION 201.00 GENERAL 


201.01 Scope. This Part prescribes the policies and methods for the utiliza- 
tion within the Government of property determined to be available for exchange 
or sale, and establishes replacement standards and use standards for Govern- 
ment-owned property. 


SECTION 202.00 UTILIZATION OF PROPERTY PROPOSED FOR PROCESSING UNDER 
EXCHANGE/SALE PROVISIONS OF LAW 


202.01 Scope. This section prescribes the policies and methods governing 
the utilization of that personal property which executive agencies propose to 
exchange or sell and apply the exchange allowance or the proceeds of sale in 
the acquisition of similar property. GSA Reg. 1—II-213.00 prescribes the poli- 
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cies and methods whereby the exchange/sale provisions of law may be used in 
acquiring personal property. 

202.02 Agency Responsibility. Executive agencies having property deter- 
mined to be available for exchange or sale pursuant to GSA Reg. 1—II-213.00 shall, 
to the fullest extent practicable or economical and prior to any disposal action, 
solicit Federal agencies known to use or distribuate such property and arrange 
for transfers thereto, except that no attempt need be made to obtain further 
utilization of property which is eligible for replacement in accordance with 
standards prescribed by the Administration. Executive agencies may also ex- 
change similar property with other Federal agencies (including the Senate, the 
House of Representatives, the Architect of the Capitol and any activities under 
his direction, the District of Columbia, and mixed-ownership Government cor- 
poration). 

902.08 Reimbursement. Transfers of personal property under this section 
shall be made upon such terms as shall be agreed to by the Federal agencies 
concerned (including the organizations specified in subsection 202.02 above): 
Provided, however, That agencies offering property for transfer for further 
utilization within the Government shall not in any case require reimbursement 
of an amount greater than the best estimate of the gross proceeds if the prop- 
erty were to be sold on a competitive bid basis. Funds shall be transferred in 
accordance with such terms, and the exchange allowance or other proceeds of 
transfer shall be applied in whole or part payment for personal property ac- 
quired. Funds transferred as representing the difference in value between 
items which are exchanged shall be deposited to miscellaneous receipts by the 
transferee agency unless (1) other disposition is authorized by law or (2) 
acquisition of items in addition to the items received in exchange is required 
for the performance of the tasks or operations in which similar items exchanged 
would otherwise have been used. 


SECTION 203.00 REPLACEMENT STANDARDS 


203.01 Requirements. The replacement standards prescribed in this section 
for specified items of property shall be applied by any executive agency (unless 
specifically exempted in this section) desiring to replace such items. The stand- 
ards prescribed are minimum standards. PExecutive agencies shall retain items 
of property which are in usable and workable condition even though the stand- 
ard permits replacement, provided the item of property can be used or operated 
an additional period without excessive maintenance cost or substantial reduction 
in trade-in value. 

203.02 Motor Vehicle Replacement Standards. (Not applicable to Depart- 
ment of Defense. ) 

a. Passenger Cars and Station Wagons. Passenger cars and station wagons 
may be replaced when they have been operated for six years or 60,000 miles, 
whichever occurs first. 

b. Ambulances. Ambulances may be replaced when they have been operated 
for seven years or 60,000 miles, whichever occurs first. 

¢. Buses for Eleven or More Passengers. Buses for 11 or more passengers may 
he replaced when they have been operated for eight years. Without regard to 
years of use, such buses may be replaced when they have been operated the 
following number of miles: 

Wiles 
Intercity-type bus_—- etaete Baraca aoa : nitemces’ ay ee 
City-type bus ‘ ee he a _.... 150, 000 
School-type bus 80, 000 


d. Multiple-Drive Vehicles. Multiple-drive (4- or 6-wheel drive) truck-chassis 
combination personnel and property carrying motor vehicles may be replaced 
when they have been operated for six years or 40,000 miles, whichever occurs 
first. 

e. Motor Trucks. Motor trucks provided with pickup or express, panel or 
sedan-delivery, carryall, van, open van, platform, stake, rack, dump, truck- 
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tractor, or tank bodies may be replaced in accordance with the following table 
of years or mileage operation, whichever occurs first: 


Total Total 
years miles 


Maximum GVW (pounds) Pay load rating 


Less than 12,500 


4 6 | 50,000 1 ton and less. 
12,500 through 16,999 


7 60,000 | 14% through 2% tons 


| 
17,000 and over---___. * ; 9 | 80,000 | 3 tons and over. 


f. Fleets. Where a bureau or comparable organizational unit owns eight or 
more vehicles in any one of the following classes, not more than 25%, of the 
vehicles in such class may be replaced in any one fiscal year; where the total 
number of vehicles in any one class is less than eight, not more than two of 
such vehicles may be replaced in any fiscal year: Provided, That all vehicles to be 
replaced shall meet the age or mileage replacement standards contained in this 
subsection. 

1. Automobiles (sedans, coupes, etce.). 

2. All other passenger-carrying vehicles (station wagons, ambulances, 
buses). 

3. All trucks and truck tractors. 

g. Faception. If a motor vehicle has been wrecked or damaged (including 
wear caused by abnormal operating conditions) beyond economical repair, such 
unit may be replaced without regard to standards in this subsection after certifi- 
cation to that effect by the head of the agency or his delegate. 

203.03 Typewriter Replacement Standards. 

a. Standard Replacement Cost Percentage Scale. Replacement of a _ type- 
writer shall not be made unless the estimated cost of necessary repairs or recon- 
ditioning of each typewriter being replaced equals or exceeds, at lowest available 
rates, the percentage of replacement cost in lieu of repair or reconditioning, 
based on the year after year of manufacture as shown by the manufacturer’s 
serial number: 

Percentage of Percentage of 
Year replacement cost P replacement 


aes... 


epic iiees 
OeRetéae 


b. Example. An example of the application of the “Standard Replacement 
Cust Percentage Seale” to a typewriter costing $109 is as follows: 


Estimated 

Replace- repair cost 
ment cost justifying 
replacement 


Assumed 
trade-in or 
sale value 


2d... ‘ | $50. | ! $47. 20 
Miran 56. 00 | 00 | 7.20 
4th 50. 00 . 47. 20 
5th 45. 00 | 44, 80 
6th 5.00 | 7 44. 80 
7th ; 5.00 | h 38. 40 
8th ; 5. ; 32. 00 
9th 00 . 27. 60 
10th 37. 50 , 21.4 
llth 37. 50 a 14.30 


12th iactees : ; 7. 


ce. Exception. When unusual circumstances justify replacement of a type- 
writer at a date earlier than would be permitted by application of the Standard 
Replacement Cost Percentage Scale, a written justification for such replacemett 
shall be prepared by the head of the executive agency or his designated repre 
sentative, and the replacement of the typewriter may be made. The justification 
shall be retained as a part of the requisitioning file of the agency. 
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203.04 Office Furniture Replacement Standards. Items of office furniture 
consisting of desks, tables, chairs, stands, file cabinets, bookcases, supply cabinets, 
wardrobes and lockers, whether made of metal, wood, or other material, may be 
replaced only when: 

a. It is determined that replacement is essential for the efficient and econom- 
ical performance of the functions of the agency in accordance with the criteria 
established by the head of the agency concerned. 

b. The estimated cost of necessary repair or rebuilding thereof at lowest 
available rates, including any transportation expense, equals or exceed 55% 
of the cost of replacing such furniture with new items of the same type and class. 

203.05 Materials Handling Equipment Replacement Standards 

a. Except aS provided in paragraphs b. and c. below, materials handling 
equipment shall not be replaced unless the estimated cost of necessary one-time 
repair or reconditioning of each piece of equipment equals or exceeds, at lowest 
available rates, the percentage of replacement cost shown in column 3 of the 
table below. It is imperative that equipment which has exceeded its years of 
expected economical use be continued in service as long as it is in usable and 
workable condition and the one-time repair eosts do not exceed the last percent- 
ages in column 3 of the table. 

When, due to extenuating circumstances, it is necessary to expend for repair 
a larger amount than allowable by the table, and if such major repair job in- 
creases the life expectancy of the equipment, the repair limits shown in the 
table need not be strictly adhered to for subsequent repairs of such equipment. 


Column 1 Column 2 | Column 3 
| 





| Maximum allowable one-time repair limits as per- 


Expected | : 
years of centage of replacement cost (years in use) 


economical |——--—-—- —--—— — ca —-- 
eeeee eee eae 5} 6|7|8|9)]10| 1] 12 


Type of unit 





CASOLINE 


Fork truck (2,000-6,000 pounds) .. 
Fork truck (7 

ractor a Es 
Crane ss ce 
Platform truck 
Straddle truck_. 


ELECTRIC 


ork truck (2,000-6,060 pounds) - 
‘ractor 

1 ane _. 

Platform 


t truck... 


on Cn Or Or 
on 


to ho ho bo 


mypypty 


pest bt fet feed ted 
cr Gr Gr Gr 


On 


Years in use shall be determined in accordance with the following: 

(a) The number of operating months is obtained by using a month of 100 
operating hours, plus 20 hours for time used in servicing, idling, etc., or 1.2. For 
example, 1,720 hours of operating use for a unit should be multiplied by 1.2 and 
the result divided by 100, which will give the number of operating months. 

wih) spati sep % 9 
poe Operating owe *t 2 .. 20.64 Operating Months 
100 

(b) The number of operating years is determined by dividing the number of 
operating months by 12, except that where the equipment has been in storage, 
ihe months in storage should be calculated on the basis of a 30-day month and 
divided by 2. The result of the months in storage shall then be added to the 
months in operating use and divided by 12 to get the number of years in actual 
US€ 


20.64 Operating Months+ ; Months Storage 


12 =1.89 Years in Use 
¢) The fractional result of years in use determined by this formula should 
be rounded to the nearest full year and applied to column 3 for determining the 
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maximum repair limits. For example, 1.89 would be rounded to 2 years jy 
use, or 1.39 would be rounded to 1 year in use. 

2. In using the maximum allowable one-time repair limits in column 3 of the 
table, all direct labor, parts, and materials are to be included in computing one- 
time repair costs. 

3. An example of the application of the maximum one-time repair limits as 
percentage of replacement cost to a fork truck, electric powered, capacity 2,000 
pounds, and costing $4,500, is as follows: 

Estimated mavimum 
Years one-time repair cost 
in use justifying replacement 
$1, 750 
1, 750 
1, 575 
1, 575 
1, 400 
1, 400 
1, 225 
1, 050 
850 
700 


Jad 
350 

b. Replacement may also be considered when the cumulative repairs of a piece 
of equipment equals 100 percent of the replacement cost. 

c. Cost of replacement of batteries required for the operation of electric-powered 
trucks will not be included in cumulative repairs of equipment. Repairs costing 
less than $15 at one time will not be included in cumulative repair costs. 

d. When unusual circumstances justify the replacement of an item of materials 
handling equipment at a date earlier than would be permitted by application of 
the percentages in column 38 of the table, a written justification for such replace- 
ment shall be prepared by the head of the agency, or his designated representa 
tive, and the replacement of the equipment may be made. The justification shal 
be retained as a part of the purchase file of the agency. 


SECTION 204.00 USE STANDARDS 


204.01 General. Subject to the use standards prescribed by the General 
Services Administration in this section, each executive agency should establish 
use standards limiting its property to the minimum requirements necessary for 
the efficient funciioning of the particular office concerned. All items determined 
to be excess to the needs of the agency as a result of the application of these use 
standards shall be promptly reported to the General Services Administration. 

204.02 Office Furniture, Furnishings and Equipment. 

a. Each executive agency shall establish criteria for the use of office furniture, 
furnishings and equipment. Such criteria shall be limited to the minimum re 
quirements as established by the agency head for authorized functions and pro- 
grams which will, beyond a reasonable doubt, be in operation within the following 
six months. 

b. In developing such criteria, a distinction must be made between the require- 
ments of organizational elements concerned with purely administrative functions, 
and those of a technical, scientific or specialized nature. 

c. Items of office equipment used only occasionally should be pooled within an 
agency and made available to activities of the agency when and as necessary. 

204.03 Executive Type Office Furniture and Furnishings. The use of exect- 
tive office type desks, tables, telephone stands and cabinets, wardrobes, fully 
upholstered leather chairs and davenports, and executive office type lamps, smok- 
ing stands, desk trays, receptacles and similar furnishings, including rugs (for 
aid in the identification of executive office type furniture and furnishings refer- 
ence may be made to the series of Federal Supply Schedules designated “Special 
Furnishings, Executive Type’), shall be limited to personnel in the following 
categories: 

a. Grade GS-15, and above; and 

b. Chiefs of bureaus or other major organizational elements corresponding 
to the bureau level. For the purpose of this subsection, the term “bureau 
is used in conformity with the following standardized structure for exect- 
tive departments and agencies recommended in Senate Report No. 243, 80th 
Congress, June 6, 1947: bureau, division, branch, section and unit. 
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In cases where executive furniture actually in use could not be replaced by other 
types within an agency, or in other special circumstances, exceptions to this 
limitation on the use of executive furniture and furnishings may be granted 
under criteria established by the head of the executive agency. 

204.04 Filing Cabinets. Executive agencies shall make every effort to effect 
maximum use of filing cabinets and to limit the purchase of new equipment. 
Filing cabinets should be replaced only in accordance with the standards in 
subsection 203.04 of this Part. Purchase of filing cabinets shall be in accord- 
ance with GSA Reg. 1—II-302.07. 

Maximum utilization of equipment should be obtained by: 

a. Disposing of all records that have been authorized for disposition by the 
Congress or, where such authorization has not been obtained, through the 
preparation and obtaining of authorized disposal schedules with the assistance 
of the Records Management Service, General Services Administration (National 
Archives and Records Service for departmental offices and agencies in Wash- 
ington, D. C.). 

b. Removing office supplies, publications, and other nonrecord material from 
filing cabinets to more suitable storage equipment except where the quantity 
of such material is small (as a rule, less than half a cabinet). 

c. Transferring to Federal Records Centers or approved agency records 
centers, to the extent that facilities are made available, inactive records not 
needed in daily business but not yet ready for disposal, when filing equipment 
can be released by such action. 

d. Shifting less active files, not transferable to approved records centers, 
to wood cabinets or transfer cases when available, using steel filing cabinets 
only when files are constantly used. 

e. Ordering filing cabinets with locks only when required by special needs 
that cannot be satisfied less expensively. 

f. Using letter-size fiiling cabinets instead of legal-size whenever possible. 

g. Ordering 5-drawer filing cabinets in lieu of 4-drawer cabinets. 

204.05 Gasoline for Use in Motor Vehicles. 

a. Each evecutive agency shall, except as provided in paragraph b. below, use 
regular grade gasoline in the operation of its motor vehicles, the majority of 
which have engines designed to render unimpaired performance with use of 
regular grade gasoline. 

b. The use of premium grade gasoline shall be restricted to: 

1. Vehicles whose engines are specifically designed for and require a 
higher octane fuel than regular grade gasolines (manufacturers’ printed 
specifications or operating instructions shall be the determining factor for 
such use) ; 

2. Unusual operating conditions, such as a vehicle passing from a zone of 
very high altitude to one of very low altitude in the course of routine opera- 
tion, or in operation requiring high torque at low speed and elevated air 
temperature ; 

3. Special services where accelerated pickup or sustained speed is required, 
such as law enforcement, fire fighting, and emergency vehicles; and 

4. Specific situations where regular grade gasoline is unobtainable. 

204.06 Hlectric Typewriters. 

a. Each executive agency shall restrict the use of each electric typewriter to 
a typing station, which is an assigned post filled by an experienced operator 
for the purpose of preparing typewritten material, where one or more of the 
following standards are met: 

1. The typing time averages four hours or more of routine typing per 
machine daily. 

2. The typing time averages two hours or more per machine daily in the 
preparation of one or more of the following: 

(a) Forms requiring an original and 5 or more carbons, or corre- 
spondence requiring an original and 7 or more carbons. 

(b) Reproduction copy, such as photo masters and stencils, 

(ec) Statistics and reports requiring decimal tabulation. 

3. The machine is used in the preparation of copy for printing. The 
assignment of proportional spacing machines shall be limited to this use, 
unless otherwise specifically justified under paragraph b. below. 

4. The machine is used by the physically handicapped. 

b. Exceptions to the above criteria may be granted upon written justification 
approved by the head of the agency or his authorized representative and made 
apart of the purchase file. 
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c. Executive agencies should establish additional criteria ebove the minimyun, 
standards prescribed in paragraph a. when necessary to provide for specia| 
internal operations. 


Part 3 UTILizaTion or Excess PERSONAL PROPERTY 


SECTION 301.00 GENERAL 


301.00 Agency Responsibility. 

a. Use of Excess in Filling Requirements. In order to obtain maximum 
utilization and minimize the procurement of new items, each executive agency 
shall be responsible for making excess property available and facilitating the 
transfer of the property to other Federal agencies and to the organizations 
specified in subsection 303.01 of this Part. Each executive agency shall, to 
the maximum extent possible, fulfill its requirements for property by obtaining 
excess from other Federal agencies in lieu of new procurement. 

Prior to procurement of new property, careful and receptive consideration shal! 
be given to utilization of known usable excess property of a similar type, including 
the possibility of substitution or adaptation of excess items not identical with 
requested items, whether the excess items are unused, rehabilitated, or in used 
condition, and regardless of whether the intended new procurement would be 
from Administration stores stock or other sources of supply. Executive agencies 
shall accept, to the fullest possible extent, the reasonable substitution of such 
excess property in lieu of new procurement. 

Executive agencies that use property of the types excepted from reporting 
as excess by subsection 302.02 of this Part shall establish liaison with agencies 
or appropriate units thereof known to generate such items as excess (especially 
the Department of Defense), and shall make adequate arrangements to determine 
whether needed items are available for transfer as excess prior to making ne\ 
procurement of such items. 

b. Substitution of Excess. To implement the policy for maximum utilization 
of excess personal property, as outlined in paragraph a. above, the regional 
offices of the Administration will screen all requests for replenishment of stores 
stock and direct delivery purchase requests submitted by executive agencies 
against lists of excess personal property available in their respective regions. 
The Administration may take physical custody of such excess personal property 
for redistribution, or may direct its transfer to executive agencies in lieu of 
procurement of new property from commercial sources of supply. If the excess 
property is used, rehabilitated, or differs in some substantial characteristic from 
the item ordered, notice of intent to substitute will be given the ordering agency 
to permit such agency the opportunity to inspect the property prior to shipment. 

c. Acceptance of Hacess Property. Acceptance of excess property shall be 
required unless the using agency submits a full and convincing written justifi- 
cation that such transfers or substitutions would result in serious hardship or 
impairment to its operations programs. 

301.02 Suspension of Procurement. Executive agencies shall, as directed by 
the Administrator, suspend the initiation of new procurement of items when 
excess property of the same type, or a type which can be substituted or adapted, 
is available for transfer. 

301.03 Retention of Custody. The Administration may direct the holding 
agency to retain custody of excess property, or order custody of whole or part 
transferred to other executive agencies, with their consent. 

301.04 Property Covered by Other Regulations. The following categories 
of property are covered by other regulations and, therefore, this Part shall appl) 
to them only to the extent not precluded by the provisions of such regulations: 

a. Strategic and critical materials. (Governed by Emergency Procurement 
Regulation No. 1, dated August 14, 1951, as supplemented. ) 

b. Excess related personal property and excess airport property. (Governed 
by Title 2, Real Property Management, Regulations of the General Services 
Administration. ) 

301.05 Property Not Required to be Reported, Executive agencies having 
property not required to be reported by this Part shall, to the fullest extent 
practicable or economical, solicit Federal agencies known to use or distribute 
such property and arrange for transfers in accordance with subsection 305.06 
of this Part. 

301.06 Legislative and Judicial Federal Agencies. Federal agencies in the 
legislative and judicial branches are encouraged to report and transfer excess 
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property and fill requirements from excess property of other Federal agencies, 
in accordance with the provisions of this Chapter. In reporting property as 
excess, each Federal agency shall comply with the provisions of this Chapter. 
201.07 Assistance in Major Disaster Relief. Excess property shall, in accord- 
ance with the directions of the Federal Civil Defense Administrator or of any 
oflicer in his agency designated by him, be utilized in behalf of, or ioaned to, and 
excess medicines, food, and other consumable supplies may be distributed to, 
States and local governments, with or without compensation therefor, pursuant 
to Public Law 875, 81st Congress, 64 Stat. 1109, as amended (42 U. 8. C. 1855 
et seq.), and Executive Order 10427, January 16, 1953, to provide assistance to 
such States and local governments in alleviating suffering and damage resulting 
from major disasters. Such excess property which has been reported to the 
Administration pursuant to section 302.00 of this Part shall, except in an emer- 
gency, prior to its being utilized, distributed or loaned pursuant to this subsection, 
be withdrawn by the holding agency pursuant to subsection 302.04 of this Part. 
301.08 Narcotics. In effecting the utilization of excess narcotic drugs not 

required to be reported to the Administration and excess opium and opium deriv- 
atives as have been reported and rejected as strategic and critical material for 
stockpile purposes under Emergency Procurement Regulation No. 1 (see subsec- 
tion 302.03 of this Chapter), the holding agencies shall, to the fullest extent 
practicable or economical, solicit only the following Federal agencies and may 
transfer such excess narcotics to such agencies only: 

a. Department of Defense; 

b. Veterans Administration ; 

c. Department of Health, Education, and Welfare; 

d. Bureau of Indian Affairs and Office of Territories, Department of 

Interior; and 
e. Such other Federal agencies as may be designated by the Administrator 
in special cases. 


SECTION 802.00 REPORTING EXCESS PROPERTY 


302.01 Reporting Requirements. 

a. Reporting. Excess property shall be reported promptly as provided in this 
section, subject to exceptions and modifications set forth in subsections 302.02 
and 302.03 below. 

b. Form and Distribution of Reports. Reports of excess property shall be 
made on Standard Forms 120, Report of Excess Personal Property, and 120a, 
Continuation Sheet (Exhibits 7 and 8, Appendix A), in accordance with the 
instructions in Exhibit 7a, Appendix A. Reports to the Administration shall be 
submitted in three copies to the appropriate Administration regional office for 
the region in which the property is located. (See Exhibit 2, Appendix C.) 

c. Typewriters. Typewriters shall not be included on Standard Form 120 
with any other personal property and the following additional descriptive infor- 
mation must be provided: make, model, type (standard, silent, noiseless, portable, 
or electric), carriage width, type face, and serial number. 

d. Excess Personal Property on or Within Eacess Real Property. Excess 
related personal property shall be reported to the Administration in accordance 
with GSA Reg. 2-IV-201.00. Excess personal property, other than related per- 
sonal property, located on or within excess real property, shall be governed by 
this Part. The fact of location on excess real property shall be noted on the 
report. 

e. Property at Installations Due to be Discontinued. Executive agencies that 
have installations which are due to be discontinued, closed, or abandoned and at 
which there will be excess property shall, unless inadvisable in the interest of 
national security, give advance notice of such situations as early as possible by 
letter to the appropriate Administration regional office. In such cases, agencies 
shall state that the installation is to be discontinued, the scheduled date for the 
removal of personnel from the location, and the last date when the property will 
be needed. As soon as possible after filing the advance notice, the excess shall be 
reported in accordance with this section. 

302.02 Haceptions. 

a. Unless otherwise directed by the Administration, the following excess prop- 
erty shall not be reported: 

1, All property having an cquisition cost of less than $100 per line item, 
except office furniture which must be reported ; 
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2. All property in Condition Codes N-4+, B+4, O-4, R-3, and R44, except 
office furniture which must be reported ; 

3. Perishables ; 

4. Property dangerous to public health and safety ; 

5. Scrap and salvage, provided that the property is strictly in accordance 
with the definitions for scrap or salvage ; 

6. Arms, ammunition, and implements of war listed in the currently 
effective proclamation under the Neutrality Act of 1939, as amended, see. 
tion 12 (i), 22 U. S. C. 452 (i), in the custody of the Department of Defense 
(Exhibit 1, Appendix C) and the components, parts, accessories, attach- 
ments, and related items designated by subsections 75.2 through 75.10 of 
the Regulations of the Secretary of State, effective January 1, 1954 (Exhibit 
la, Appendix C). However, the following property, despite its inclusion in 
the current proclamation and/or in the further breakdown of the Depart- 
ment of State (Exhibit la, Appendix C), when determined excess, shall be 
reported: 

(a) Store ships; ice breakers; surveying ships; transports; salvage 
vessels ; naval lighters; naval barges; naval dredges; labor transporta- 
tion barracks ships; Coast Guard cutters; patrol crafts; cargo ships; 
lightships ; tugs; radio ships; special vessels; auxiliary vessels; Trans- 
portation Corps tugs—100 ft.; Transportation Corps tugs-65 ft.; T- 
boats; barges; cranes, floating; and repair ships, floating, unless such 
vessels are of 1500 gross tons or more. (From Category LX, Exhibit 1, 
Appendix C) 

(b) Commercial electrical equipment and supplies; photographic 
equipment and supplies; fuel oil handling equipment; special clothing 
and personal equipment; shop and warehouse machinery, tools and 
equipment, including materials handling vehicles, and parts for such 
vehicles and equipment; paulins; cordage; leather and fabric; and 
general purpose hardware, unless items in these categories are excepted 
from reporting by virtue of age or condition pursuant to other sub- 
paragraphs of this subsection 302.02. (From Category X, Exhibit 1, 
Appendix C) 

(c) Radio communications equipment, including that bearing mili- 
tary designations ; and parachutes for personnel, cargo and deceleration 
purposes. (From Category XI (a) and XI (e), Exhibit 1, Appendix C) 

7. Vessels of 1,500 gross tons or more; 

8. Parts and components which have utility only on or in connection with 
the operation of boats or vessels; 

9. Animals ; 

10. Technical hospital and medical supplies (except narcotics) and equip- 
ment. The term “technical” shall be construed to mean only items peculiar 
to hospital or medical use. Bxcess common use or general-purpose items, 
including microscopes, glassware, blankets, and beds, even though located in 
hospitals, laboratories, or medical depots, shall be reported ; 

11. Sand, gravel, and stone quarried products; 

12. Standing timber and undressed logs; 

13. Property which may be transferred to other agencies in accordance 
with subsection 303.06 of this Part; 

14. Property determined by competent authority to be classified for reasons 
of national security ; 

15. Fuel oil resulting from stripping of vessels in preparation for lay-up 
by the Federal Maritime Administration of Department of Commerce; 

16. Components, parts and accessories peculiar and applicable only to 
naval vessels of the following categories: battleships, cruisers, aircraft 
carriers, destroyers, and submarines; 

17. Parts for locomotives; 

18. Motor vehicles that qualify for replacement under replacement stand- 
ards provided in GSA Reg. 1—III-—203.00; 

19. Typewriters that qualify for replacement under replacement standards 
provided in GSA Reg. 1—III-—203.00; 

20. Materials handling equipment which was manufactured ten years or 
more prior to the date such equipment is determined to be excess; 

21. All automotive parts in other than N-1, N-2, or E~1 condition and all 
automotive parts which are peculiar to models manufactured six or more 
years prior to the date such parts are determined to be excess; 
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22, All automotive parts peculiar to vehicles not required by GSA regula- 
tions to be reported ; 

23. All construction equipment parts in other than N-1, N-2, or B-1 con- 
dition and all parts which are peculiar to construction equipment manufac- 
tured ten years or more prior to the date such parts are determined to be 
EXCESS ; 

24. All materials handling equipment parts in other than N—1, N-2, or E-1 
condition and all parts which are suitable for use only on materials han- 
dling equipment, including both warehouse and yards equipment, manu- 
factured ten years or more prior to the date such parts are determined to 
be eXCess 5 

25. Parts and components for electronic equipment ; 

26. Aircraft parts and components in the custody of civilian agencies ; 

27. Harness and other horse equipment ; 

28. Blank forms peculiar to the Department of Defense ; 

29. Forage; 

30. Field ranges and stoves peculiar to military operations ; 

31. “Weasel,” “Water Buffalo,” and “Half-track” type automotive equip- 

ment ; 

32. Special mobile equipment of the Department of Defense of the follow- 
ng types: showers, bakeries, jaundries and refrigeration chambers ; 

33. Cartridge belts and ammunitions carriers ; 

34. Scabbards; 

35. Canvas protective coverings for firearms and other military type items. 

‘This does not include tarpaulins. ) ; 

36. Bridge pontons and their supporting accessories and equipment ; 

37. Military type headwear, leggings, Navy blue jacket jumpers and im 
pregnated protective clothing; and 

38. Antiaircraft searchlights and all paris and components thereof. 

202.08 Modifications. 

a. Narcotics. Excess opium and opium derivatives regardless of condition 
shall be reported by the holding agency to the Administration in accordance with 
mergenecy Procurement Reglation No. 1. All other excess narcotic drugs and 
such excess opium and opium derivatives as have been rejected as strategic and 
critical material for stockpile purposes under Emergency Procurement Regula 
tion No. 1, may be determined to be surplus by the holding agency without report 
ing aS excess, after such agency has complied with the utilization requirements 
of subsections 101.08 and 301.08 of this Chapter. 

Reserved Materials. Excess reserved materials shall be reported to the 
\tomic Energy Commission, Washington 25, D. C., in accordance with applicable 
regulations issued by the Atomic Energy Commission (see 10 CER, 1949 ed. 
art 40, as amended). 

c. Printing, Binding and Blank Book Equipment and Supplies. Excess ma 
chinery, equipment, material and supplies for printing, binding and blank book 
work should be reported to the Public Printer for possible transfer, as provided 
in subsection 303.06 of this Part, prior to reporting to the Administration. 

d. Intangible Property. TExcess intangible property shall be reported to the 
\dministration, Washington 25, D. C., and shall not be transferred or disposed 
of without prior approval of the Administration. Ponds, notes, or other securi 
ies authorized to be disposed of by the Secretary of the Treasury under Section 
“of the Act of April 3, 1945 (59 Stat. 48; 31 U. S. C. 741a), in the event that such 
security shall be deemed to be excess intangible property, shall not be reported 
io the Administration. 

«. Contractor Inventory. Reports of excess contractor inventory shall be re- 

ported in accordance with section 304.00 of this Part. 
802.04 Withdrawals. Subject to the approval of the Administration, or when 
n the interest of national security, reports of excess property may be withdrawn 
or corrected by the reporting agency at any time prior to transfer to another Fed- 
eral agency or disposal. Request for withdrawals or notices of correction should 
© addressed to the Administraiton regional office to which the report of excess 
property was forwarded. 


SECTION 303.00 TRANSFERS OF EXCESS PROPERTY 


303.01 Agencies Eligible. Transfers of excess personal property may be 
made among Federal agencies, and to the Senate, the House of Representatives, 
the Architect of the Capitol and any activities under his direction, mixed-owner- 
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ship Government corporations (as defined in the Government Corporation Con- 
trol Act), the municipal government of the District of Columbia, or a non-Fed- 
eral agency when the function of a Federal agency authorized to procure for it is 
transferred to the Administration. 

303.02 Information of Availability. Information regarding the availability 
of excess property may be obtained through the following: 

a. Direct exchange of information between agencies pursuant to subsec- 
tion 301.05 and 303.06 of this Part; 

b. The examination of reports of excess property available in Administra- 
tion regional offices ; 

c. Personal contact with the Administration ; and 

d. Review of lists of selected items circularized by the Administration. 

303.03 Fair Value—Reimbursement. 

a. Excess personal property shall be transferred with reimbursement at fair 
value or without reimbursement (the costs specified in subsection 305.01b. will 
be chargeable to the transferee agency) as provided below: 

1. Reimbursement shall be required whenever the property transferred was 
acquired by the use of funds either not appropriated from the general fund of 
the Treasury or appropriated therefrom but by law reimbursable from assess- 
ment, tax, or other revenue or receipts, and when, in either case, payment of fair 
value is requested: Provided, however, That this shall not be deemed to include 
property in working capital funds established pursuant to section 405 of the 
National Security Act of 1947, as amended, or any similar management-type 
funds. 

2. Reimbursement shall be required when either the transferor or the trans- 
feree agency (or the organizational unit affected) is subject to the Government 
Corporation Control Act (59 Stat. 597, 31 U. 8. C. 841), is a mixed ownership 
Government corporation, is the municipal government of the District of Colum- 
bia, or is a non-Federal agency when the function of a Federal agency authorized 
to procure for it is transferred to the Administration. 

3. Reimbursement shall be required in all other cases except as specified in 
subparagraph 4. below or unless otherwise directed by the Administration. 

4. Reimbursement for fair value shall not be required for the transfer of excess 
personal property (including property in working capital funds established pur- 
suant to section 405 of the National Security Act of 1947, as amended, and similar 
management-type funds), under the following circumstances: 

(a) Transfers to the Administration for redistribution, to the extent not pre- 
cluded by subsection 303.04 below. 

(b) Transfers to other agencies of the Government, when approved by the 
Administration, for the purpose of replacing and upgrading of equipment, 
provided : 

(1) The property being replaced is older, or poorer quality or condition, 
or less efficient for use; 

(2) The property being replaced meets current replacement standards, if 
such have been established by the Administration for such items; 

(3) The property being replaced will, promptly after replacement, be 
determined to be in excess and processed in accordance with section 302.00 
of this Part or transferred to other agencies in accordance with subsection 
303.06 below; and 

(4) The acquiring agency certifies on its purchase order substantially 
as follows: 

“This property is being acquired pursuant to GSA Reg. 1-Ill- 
303.03a.4.(b) and does not include items for which replacement has 
been specifically denied by the Congress.” 

(c) Transfers to the Administration for the furnishing and equipment of 
buildings, offices, or other installations where the Administration is authorized 
to provide such furnishings and equipment. 

(d) Transfers, at one time, from one location, of property having a fair value, 
determined, pursuant to paragraph b. below, to be not in excess of $100. 

(e) Subject to approval of the Administration, transfers of property which 
involve unusual and substantial costs to the transferee agency for dismantling, 
removing, handling, or transporting such property. 

(f) Transfers of property where the Administration approves such transfers 
and determines in each case that it is clearly in the best interest of the Govert- 
ants and the requisitioning agency certifies on its purchase order substantially 
as follows: 
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(1) That the agency has a need for the property to carry on an approved 
program, and acquisition of the property will not result in an inventory 
level in excess of that permitted under GSA Reg. 1-—II-403.02. 

(2) That procurement of the property cannot be financed from available 
funds; and 

(3) That acquisition of the property is not contrary to any specific limita- 
tion or other specific action of the Congress. 

(g) Transfers which may be made without reimbursement or transfer of 
funds in accordance with specific law enacted subsequent to June 21, 1944. 

(h) Transfers to an executive agency of excess property which the holding 
agency previously acquired from the transferee agency without reimbursement, 
provided the transferee agency certifies on its requisition or purchase order as 
follows: 

“The property covered by this document was acquired from this agency 
by the holding agency without reimbursement, and is being reacquired pur- 
suant to GSA Reg. 1-I11I-303.03a4 (h).” 

b. Unless directed otherwise by this Administration, fair value of excess per- 
sonal property under this Part shall be determined by the holding agency by 
using the following formula which the Administrator has determined will pro- 


mote utilization and which takes into consideration the other costs which trans- 
feree agencies will incur: 


Percentage of 


Fair original or 
Value Explanation | estimated 
Code acquisition 

cost 


Unused personal property, ready for use in a condition identical with new items | 50 
delivered by a supplier. In general, this would include only property that would | 
qualify for a condition code of— 

N-1 New—Excellent 
Personal property which has been used and requires no reconditioning or repair; and 35 
personal property which, although unused and requiring no reconditioning or 
repair, dues not qualify for Fair Value Code A. In general, this would include 
| property that would qualify for the following condition vodes: 
N-2 New—Good 
E-1 Used—Reconditioned—Excellent 
| O-1 Used—Usable Without Repairs—Excellent 
Personal property requiring minor repairs, to put into usable condition, whether 
used or unused; and property somewhat below the cundition outlined in Fair 
Value Code B above. In general, this would include property that would qualify | 
tor the following condition codes: 

| N-3' New—Fair 

E-2 Used—Reconditioned—Good 

O-2 Used—Usable Without Repairs—Good 

R-1 Used—Repairs Required— Excellent 

Personal property requiring major repairs, conversion, or rehabilitation, and all 

other items which through deterioration, obsolescence or other factors do not fit in 
Fair Value Codes A, B,orC. In general, this would include property that qualifies 
for the following condition codes: 

N-4 New—Poor 

E-3 Used—Reconditioned—Fair 

E-4 Used—Reconditioned— Poor 

O-3 Used—Usable Without Repairs—Fair 

O-4 Used—Usable Without Repairs— Poor 

R-2 Used—Repairs Required—Good 

R-3 Used—Repairs Required—Fair 

R-4 Used—Repairs Required— Poor 

x Salvage 

Scrap 


! No charge, 


c. In determining fair value pursuant to the formula in paragraph b. of this 
subsection, where doubt arises as to which fair value code applies to an item, 
preference should be given to that fair value code which will facilitate and 
encourage maximum utilization by other Federal agencies. Where appli- 
‘ation of the above formula will not achieve the intended purpose because of 
special circumstances or the peculiar nature of the property, the holding agency 
may use Other criteria for arriving at fair value if approved or directed by this 
Administration. Where circumstances warrant, and the agencies concerned 
agree thereto, fair value prices higher than those arrived at by use of the formula 
specified in paragraph b. of this subsection may be used. 
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d. Disagreement between agencies as to the fair value shall be referred for 
final determination to the General Services Administration Regional Director 
for the region in which the property is located, or his designated representative, 

308.04 Transfer for Redistribution. 

a. Any organizational unit of the Administration authorized to perform redis- 
tribution functions is authorized to make necessary arrangements for the trans- 
fer to it for redistribution of available excess property in the custody of any 
Federal agency. , 

b. Items reported as excess and determined by the Administration to be 
suitable for redistribution within the Federal Government may be taken into 
physical custody by the Administration and redistributed through an authorized 
organizational unit or, when notified, shall be retained by the holding agency 
until such time as redistribution is directed by the Administration. 

ce. Items which are identical to or can be substituted for types listed in the 
General Services Administration Stores Stock Catalog shall be supplied to agen- 
cies through the stores program of the Administration at prices to be deter- 
mined by the Administration. 

d. To assure maximum redistribution of items available from excess the 
Administration may require from time to time that all orders for such items 
be forwarded to a General Services Administration regional office until excess 
stocks are exhausted. 

e. Transfers of excess property for redistribution shall be made without reim- 
bursement representing fair value. Where such property was acquired by use 
of reimbursable funds or appropriations, the net proceeds of the transfer, as 
determined by the redistributing agency, shall be paid or credited to the trans- 
ferring agency, when redistribution occurs, or prior thereto as determined by 
the redistributing agency. Where the agency which determined the property to 
be excess deems it uneconomical or impracticable to ascertain the amount of 
net proceeds, such proceeds shall be credited to miscellaneous receipts. 

303.05 Procedure for Effecting Transfers. 

a. Submission of Purchase Orders. Agencies desiring excess items not coy- 
ered by subsection 303.06 shall forward four copies of purchase orders for 
approval to the appropriate Administration regional office (Exhibit 2, Ap- 
pendix C). The Department of Defense shall notify the appropriate Adminis- 
tration regional office of its interest in property reported by other agencies, 
either through the submission of a purchase order, or other instructions, or 
by release of the property, if the 45-day period allowed for Department of 
Defense screening has not been completed. 

b. Information on Purchase Orders. Purchase orders shall show, where such 
information is available, the number of the applicable report or circular on 
which the property is listed as excess, the name of the holding agency, location 
of property, the item numbers and property desired, the fair value unit price 
and total amount. 

c. Approval of Orders. In approving purchase orders, the Administration will 
take into consideration national defense requirements, emergent needs, equita- 
ble distribution, transportation costs, and other appropriate factors. If there 
are no other compelling factors, purchase orders will be approved on a “first 
come, first served” basis. 

d. Distribution of Orders. A copy of each approved or disapproved purchase 
order will be returned to the ordering agency by the Administration regional 
office with appropriate notation. Two copies of approved orders will be ap 
propriately noted and transmitted by the Administration regional office to the 
holding agency for transfer action. Billing by the holding agency shall be accom: 
plished in accordance with section 305.00 of this Part. 

e. Without Reimbursement. Purchase orders specifying transfers without 
reimbursement for fair value shall cite the authority therefor. 

303.06 Transfers Without Reporting as Excess, Except as otherwise pre 
vided by section 302.00 of this Part or by other law, each executive agency may, 
whenever it has information regarding the need of another Federal agency for 
property and unless otherwise directed by the Administration, transfer exces: 
property (except office furniture) governed by this Part, directly to other Feder®! 
agencies without regard to the provisions of section 302.00 which require re 
porting the property as excess: Provided however, That reimbursement of fair 
value for property so transferred shall be as prescribed by subsection 305.\ 
of this section. When direct transfers are not required to be approved by the 
Administration under subsection 303.03, purchase orders shall be submitted di: 
rectly to the holding agency; a copy need not be furnished the Administration 
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Transfers of reportable and nonreportable property without reimbursement, 
made under the authority of this subsection, must be approved by the Admin- 
istration when required by section 303.00. 


SECTION 304.00 CONTRACTOR INVENTORY 


304.01 General. Subject to the limitations contained in this Part and 
Chapter IV, any executive agency may authorize any of its contractors or their 
subcontractors to retain or dispose of any contractor inventory under such 
orders aS such agency may prescribe. 

304.02 Utilization. 

a. Each executive agency shall provide for use of contractor inventory within 
such agency to the maximum extent feasible, prior to retention or disposal by a 
contractor. In addition, each executive agency shall comply with the utilization 
requirements and procedures of this Part with respect to the following types of 
contractors inventory : 

1. Typewriting machines; office fruniture, machines, equipment, and supplies; 
motor vehicles and automotive equipment; printing and binding equipment; con- 
struction equipment (except hand tools) ; and all items included in the Admin- 
istration Stores Stock Catalog. 

2. Types of property for which known requirements exist either in the con- 
tracting agency or other Federal agencies. Contractors shall be kept currently 
udvised by the contracting agency of such types, 

3. Excess property, the quantity or dollar amount of which is substantial, in 
accordance with criteria established by each agency, or as may be directed from 
time to time by the Administration. 

4. Reserved materials. 

5. Narcotics. 

6. Intangible personal property. 

7. Strategic and critical materials. 

8. Such other types of property as may, from time to time, be designated by the 
Administration. 

b. In the case of contractor-owned contractor inventory, compliance with the 
utilization requirements and procedures of this Part with respect to the cate- 
gories in paragraph a. above should ordinarily occur prior to the Government’s 
exercising the applicable option to take over such property. When utilization 
efforts disclose that an agency will accept transfer of such property, the appro- 
priate agency shall take the necessary action to acquire title for the Government. 


SECTION 305.00 COSTS AND PROCEEDS 


305.01 Cost of Care and Handling. 

a. Each holding agency shall be responsible for performing care and handling 
of excess property pending disposition. 

b. Each holding agency shall bear the cost of care and handling. The direct 
costs incurred incident to transfer, including packing, preparation for ship- 
ment, loading, and transportation, but not including overhead or administrative 
costs, shall be borne by the transferee agency ; and where such costs are incurred 
by the holding agency it shall be reimbursed by the transferee agency upon 
appropriate billing, unless, because of the amount involved, the holding agency 
finds this uneconomical or impractical. 

305.02 Disposition of Proceeds. When fair value is required to be paid, 
each holding agency shall be responsible for billing and collecting the fair value 
of excess property transferred by it to other agencies and shall deposit all such 
proceeds into the Treasury as miscellaneous receipts. Where the property 
transferred was acquired by the use of funds either not. appropriated from the 
general fund of the Treasury or appropriated therefrom but by law reim- 
bursable from assessment, tax, or other revenue or receipts, the holding agency 
Shall collect and deposit the net proceeds of the transfer to the credit of the 
reimbursable fund or appropriation. Where the holding agency determines it 
uneconomical or impractical to ascertain the amount of net proceeds, such 
proceeds shall be credited to miscellaneous receipts. 


SECTION 306.00 DETERMINATION OF EXCESS AS SURPLUS 


306.01 Reported Property. Excess property reported to the Administration, 
and not transferred to other agencies, shall be deemed surplus only when released 
by the Administration. Property so reported will be released for disposal as 





220 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


surplus at the earliest possible time consistent with utilization objectives. Prior 
to release as surplus, the Administration shall afford the Secretary of Health, 
Education, and Welfare 10 calendar days within which to determine whether the 
property covered by such report would be usable and necessary for educational 
or public health purposes, including research. 

306.02 Unreported Property. 

a. Executive agencies having property not required to be reported by this 
Part shall, if no need for such property is found within a reasonable time and 
after screening as provided in paragraph b. of this subsection, determine such 
property surplus and dispose of it in accordance with the provisions of Chapter 
IV of this Title. Unless the interests of the Government otherwise require, a 
reasonable time should not exceed 60 calendar days from date of determination 
as excess, and should in many cases be considerably less than 60 days. 

b. Property shall not be released as surplus until the Secretary of Health, 
Education, and Welfare has been afforded a period of 10 calendar days in which 
to determine whether the property would be usable and necessary for educational 
or public-health purposes, including research. Property of the Department of 
Defense shall not be determined to be surplus until screened by the Secretary 
of Defense for usability and need for service educational activities, or, if not so 
designated, until the Secretary of Health, Education, and Welfare has been 
afforded the opportunity for screening. 


SECTION 307.00 PERFORMANCE AND SPECIAL REPORTS 


307.01 "Performance Reports. A quarterly performance report of the utiliza- 
tion of excess property shall be submitted to the Administration on Standard 
Form 121, Revised, Quarterly Report of Utilization and Disposal of Excess 
and Surplus Personal Property (Exhibit 9, Appendix A). 


Part 4 UTILIzATION OF ABANDONED AND FORFEITED PERSONAL PROPERTY 
SECTION 401.00 GENERAL 


401.01 Scope. This Part prescribes the policies and methods for the utili- 
zation and transfer within the Government of abandoned and forfeited per- 
sonal property which may come into the custody or control of any Federal 
agency in the continental United States, Hawaii, Alaska, Puerto Rico, and the 
Virginia Islands. Such property located elsewhere shall be utilized and trans- 
ferred in accordance with the regulations of the agency having custody thereof. 

401.02 Definitions. As used in this Part, the following terms have the 
meanings set forth below: 

a. Distilled spirits. Ethyl alcohol, hydrated oxide of ethyl, spirits of wiue, 
whiskey, rum, brandy, gin and other distilled spirits, including all dilutions 
and mixtures thereof. 

b. Forfeited. Forfeitures, whether by summary process or by order of a 
court of competent jurisdiction pursuant to any law of the United States. 

c. Malt beverage. A beverage made by the alcoholic fermentation of an 
infusion or decoction, or combination of both, in potable brewing water, of 
malted barley with hops, or their parts, or their products, and with or without 
other malted cereals, and with or without addition of unmalted or prepared 
cereals, other carbohydrates or products prepared therefrom, and with or with- 
out the addition of carbon dioxide, and with or without other wholesome prod- 
ucts suitable for human food consumption. 

d. Property. All personal property, including but not limited to vessels, 
vehicles, aircraft, and alcoholic beverages. 

e. Regional Director. Regional Director, Region 3, General Services Admin- 
istration. 

f. Wine. (1) Wine as defined in sections 610 and 617 of the Revenue Act 
of 1918 (40 Stat. 1109, 1111; 26 U. S. C. 3044, 3086 (a)) as now in force or here- 
after amended, and (2) other alcoholic beverages not so defined, but made in the 
manner of wine, including sparkling and carbonated wine, wine made from 
condensed grape must, wine made from other agricultural products than the 
juice of sound, ripe grapes, imitation wine, compounds sold as wine, vermouth, 
cider, perry and sake; in each instance only if containing not less than 7 per 
centum and not more than 24 per centum of alcohol by volume, and if for 
nonindustrial use. 

401.03 General. Property available for utilization under this Part may result 
from property which has been abandoned to any Federal agency, in such 4 
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manner as to vest title to the property in the United States, and property 
which has been seized by an authorized agency of the Government and forfeited. 

401.04 Custody of Property. The Administration generally will not take 
possession of property that is forfeited or abandoned, except when acquired 
by it for redistribution. Holding agencies shall retain custody of and be 
responsible for the property until it is delivered or shipped to a duly authorized 
receiving Federal agency, or otherwise disposed of after release by the Regional 
Director. 

401.05 Cost of Care and Handling. 

a. Each holding agency shall be responsible for performing care and handling 
of abandoned and forfeited personal property pending disposition. 

b. If cost of storage, towing, care, handling or transportation of property 
has been paid by the Federal agency which has custody thereof, any sub- 
sequent transferee agency should be advised as to such costs in advance of 
transfer ; and such transferee agency shall reimburse the holding agency therefor 
upon appropriate billing, unless, because of the amount involved, the holding 
agency finds this uneconomical or impractical. 

401.06 Status of Property Assigned or Transferred. Any property delivered 
for official use under this Part shall thereupon otherwise lose its identity as 
abandoned or forfeited property and, when no longer required for official use, 
shall be reported as excess in accordance with section 302.00 of this Chapter. 


SECTION 402.00 REPORTING 


402.01 Property Required to be Reported. Abandoned and forfeited property 
in the custody of any Federal agency shall be reported promptly in accordance 
with paragraph a. below to the Personal Property Utilization Division, Federal 
Supply Service, Region 3, GSA Regional Office Building, Washington 25, D. C., 
subject to exceptions and modifications set forth in paragraphs b. and ¢., or 
unless otherwise directed by the Administration. 

a. Content of Reports. Reports shall contain the following information: 

1. Name of the reporting Federal agency ; 

2. Whether property was (a) voluntarily abandoned; (b) forfeited other- 
wise than by court decree; or (c) subject of a court proceeding, and, if so, 
the place and judicial district of court from which decree will be issued ; 

3. Present official custodian of property, and address where property is 
located ; 

4. Description and condition of property in sufficient detail to enable a 
decision to be made regarding its desirability and utility ; 

5. Fair market value of property as appraised by holding agency ; 

6. Existence or probability of lien or claim of lien, and amount involved ; 

7. Charges incurred for hauling, transporting, towing and storage to date 
of report, and rate of storage charged ; 

8. If the property is a motor vehicle: Type, make, model or year, body, 
color, capacity, speedometer reading, number of wheels, extra equipment, 
motor number, nature and probable cost of repairs necessary to put in serv- 
iceable condition, and condition of tires; 

9. If the property is a vessel or an aircraft: Type, manufacturer or 
builder, identifying official name or number, age, and description ; 

10. If the property is alcoholic beverages: Qualities and kinds (whether 
ethyl alcohol or hydrated oxide of ethyl; rye or bourbon or other whiskey 
and its brand, if any; sparkling or still wine and its color or brand; cordial, 
brandy, gin, etc.), proof rating and other qualities shown by test, number and 
size of containers, condition (whether fit for medicinal, scientific or mechan- 
ical purposes), and basis therefor, and condition for shipping. 

b. Exceptions, The following forfeited and abandoned property need not be 
reported : 

1. Forfeited arms or munitions of war condemned and handled pursuant 
to the provisions of section 4 of Title VI, 40 Stat. 224 (22 U.S. C. 404) ; 

2. Forfeited firearms, including machine guns, as defined in the National 
Firearms Act (48 Stat. 1236, 49 Stat. 1192; 26 U. 8S. C. 2733), which are 
transferable by the holding agency to the Office of the Chief of Ordnance, 
Department of the Army; 

3. Abandoned, condemned or forfeited tobacco, snuff, cigars or cigarettes 
which the holding agency estimates will not, if offered for sale by competi- 
tive bid, bring a price equal to the internal revenue tax due and payable 
thereon; and which is subject to destruction, or delivery without payment 
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of any tax, to any hospital maintained by the United States for the use of 
present or former members of the Military or Naval forces of the United 
States ; 
4. Scrap; 
Salvage; 
. Animals; 

7. Any item or group of similar items, other than distilled spirits, wine or 
malt beverages, when such items are at any one location, and have a value 
of less than $100; 

8. Money and valuable securities; 

9. Perishable commodities and items prohibited by law from sale to the 
public, including, but not limited to, indecent or obscene articles ; 

10. Property dangerous to public health or safety; 

11. Property not the subject of a court proceeding desired to be retained by 
the holding agency for official use ; 

12. Property determined by competent authority to be classified for reasons 
of national security and which are otherwise handled in accordance with 
applicable provisions of law; 

_ 138. Forfeited distilled spirits (including alcohol), wine and malt beverages 
not fit for medicinal, scientific or mechanical purposes. However, domestic 
distilled spirits (other than alcohol), wine and malt beverages not pro- 
duced at a registered distillery, winery, or brewery will be regarded as not 
fit for medicinal purposes ; 

14. Odd lots of distilled spirits consisting of any one seizure of less than 
five wine gallons except that distilled spirits (other than alcohol) of any 
one kind and brand in excess of one wine gallon shall be reported; 

15. Effects of deserters from the Coast Guard or the military services, 
or of deceased persons of the Coast Guard or military services, or of de- 
ceased inmates of naval or soldiers homes or Government hospitals; 

16. Seeds, plants, or misbranded packages seized by the Department of 
Agriculture pursuant to authorities provided by law; 

17. Game and equipment (other than vesels, including cargo) seized b) 
the Department of the Interior pursuant to authorities provided by law: 

18. Files of papers, dead letters, unclaimed printed matter, and nonmail- 
able matter in the custody of the Postmaster General ; 

19. Infringing articles in the custody of the Patent Office, Department of 
Commerce. 

ce. Modifications. 

1. Narcotics, except opium and opium derivatives, regardless of quantity, con- 
dition, or acquisition cost, shall be reported to the Bureau of Narcotics, Depart- 
ment of the Treasury, Washington 25, D. C. 

2. Vessels of 1,500 gross tons or more shall be reported to the Secretary of 
Commerce. 

38. Property, seized by one Federal agency, but adopted by another for prosecu- 
tion under laws enforced by the adopting Federal agency, shall be reported b) 
the adopting agency to the extent and in the manner required by this section. 


SECTION 403.00 INFORMATION OF AVAILABILITY 


403.01 Methcd of Dissemination of Information. Property reported under 
this Part and not required for assignment to the seizing agency will be made 
available by the Administration to other Federal agencies by dissemination ot 
information with respect to such property, in the following manner: 

a. Copies of reports submitted under this Part will be made available for 
examination by authorized representatives of Federal agencies in the offices of 
the Personal Property Utilization Division, Federal Supply Service, gion 3, 
GSA Regional Office Building, Washington 25, D. C., during established working 
days and bours; 

b. Notification by personal contact with Federal agencies believed to have a) 
official use for the property ; 

ce. By circularization of lists of items believed to have special value or sit 
nificance, to appropriate Federal agencies. 


SECTION 404.00 TRANSFER OF ABANDONED AND FORFEITED PERSONAL PROPERT‘ 


404.01 General. Except as to forfeited firearms subject to disposal unde 
the Internal Revenue Code of 1954, the transfer of forfeited and abandoned 
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personal property shall be accomplished by the submission of purchase orders 
to the Personal Property Utilization Division, Federal Supply Service, Region 3, 
General Services Regional Office Building, Washington 25, D. C., for approval. 
Transfers of such forfeited firearms shall be accomplished as set forth in sub- 
section 404.08d. below. 

404.02 Transfer for Official Use to Seizing Agency. The request for retention 
of property subject to court, proceeding by a seizing agency for official use may 
be made by endorsing on the report at the time of submission or by subsequent 
memorandum to the Regional Director. Transfer of the property will be accom- 
nlished by the issuance by the Administration of a suitable document authorizing 
the acquiring agency to take title on behalf of the Government. 

404.08 Transfers to Other Federal Agencies. 

a. Except for property which is subject to court action, purchase orders shall 
he submitted in an original and two copies, indicating the agency having the 
custody of the property as supplier, and showing, where such information is 
available, the report or case number on which the property is listed, the property 
desired, location of the property, and the fair unit price and total amount. Pur- 
chase orders generally will be approved on a “first come, first served’ basis, 
but other factors such as, but not limited to, urgency of need and transportation 
costs will be taken into consideration. When the purchase order is approved 
by the Administration, a transfer document, GSA Form 262 (Exhibit 9, Appendix 
B), will be issued authorizing the agency to take title to the property for the 
Government. 

b. Property subject to court action may be obtained by the submission to the 
Regional Director of a memorandum setting forth the need for the property by 
the agency. If proceedings are being, or have been, commenced for the forfeiture 
of the property by court decree, application will be made by the Administration 
to the court prior to entry of a decree for an order requiring delivery of the 
property to an appropriate recipient. 

c. Purehase orders for transfer of forfeited distilled spirits, wine, and malt 
beverages, shall be signed by the head of the requesting agency, or by officials 
designated by him to sign. Where it is desired to designate such officials to 
sign, the Personal Property Utilization Division, Federal Supply Service, Region 
3, General Services Regional Office Building, Washington 25, D. C., shall be 
advised of designees by letter over the signature of the head of the agency 
concerned. No purchase order will be acted upon unless signed as provided 
herein. 

d. Requests for the transfer of forfeited firearms subject to disposal under the 
Internal Revenue Code of 1954 shall be submitted in memorandum form addressed 
to the Regional Director, Region 3, General Services Regional Office Building, 
Washington 25,D.C. Such memorandum shall set forth the need for the property 
by the requesting agency. 

104.04 Transfers—Reimbursement. Except in the case of forfeited firearms 
subject to disposal under the Internal Revenue Code of 1954, reimbursement for 
transfers of forfeited property to other Federal agencies shall be in accordance 
with subsection 303.08 of this Chapter. Reimbursement shall be required in 
connection with transfers of abandoned property. Transfers of forfeited fire- 
irms subject to disposal under the Internal Revenue Code of 1954 shall be with- 
out reimbursement, 


SECTION 405.00 PROCEEDS 


105.01 Billing. Fach holding agency shall be responsible for billing and c¢ol- 
lecting the fair value of property transferred to other agencies when reim- 
bursement is required. See subsection 401.05 relating to the cost of care and 
handling, 

405.02 Disposition of Proceeds. 

a. Forfeited Property. Reimbursement from the transfer of forfeited property 
shall be deposited by the transferor agency in the Treasury of the United States 
us miscellaneous receipts. 

b. Abandoned Property. Reimbursement from the transfer of abandoned 
property shall be deposited in a special fund for a period of at least three years. 
A former owner may be reimbursed from the special fund, based upon a proper 
claim filed within three years from the date of vesting of title in the United States 
is determined by the head of the transferor agency. Such reimbursement shall 
uot exceed fair value at the time title was vested in the United States, less the 
costs incident to the care and handling of such property as determined by the 
head of the agency concerned. 
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Mr. Houtrretp. Does that include checking on all the military estab- 
lishments in the area ? 

Mr. Turriz. To a limited extent contacts are made with local mili- 
tary installations. But, GSA does not formally circularize military 
installations at the regional level. 

Mr. Hourrrerp. All right. Then, the main part of the disposal 
program, as far as speaking in terms of dollarwise disposals, goes 
unscreened and unchecked by the GSA ? 

Mr. 'lurrie. No, sir; here is the way that is taken care of: When 
civilian agencies’ excess reports flow into the San Francisco regional 
office, that man determines which reports of excess contain property of 
interest to the Department of Defense, and, in effect, the Department 
of Defense is circularized with that property. But, since the Depart- 
ment of Defense has a completely centralized method of offering its 
property within the services, our San Francisco region will refer those 
particular reports to the Materials Redistribution Division, in Wash- 
ington. An item, thereupon, will be handled by the Materials Redis- 
tribution Division as part of its internal screening operation. So it 
is covered. 

Mr. Houtrtevp. All right. That is true of the civilian departments’ 
excess, but you have not touched upon the excess of the military de- 
partments. As far as the civilian departments are concerned, do they 
automatically do their own circularization within the military depart- 
ments, and then at the conclusion of that circularization, there is a 
surplus declaration by the military department for screening by the 
civilian departments ¢ 

Mr. Tutrie. Generally, Mr. Chairman, that is correct. 

As we mentioned, each agency has a responsibility, first, for 
internal utilization. Now that process is a continuing one within the 
Department of Defense, as it is with other agencies. Now once an 
item has been determined excess to the needs of the entire Department 
of Defense, it is reported to the appropriate GSA regional office in 
the same manner as other agencies do. GSA, in turn, will then offer 
that DOD excess to the various Federal agencies within the three- 
State area. 

Mr. Houtrterp. All right. Now does that mean, then, that each 
sale that the military departments make of disposable property has 
ee co ee to the civilian agencies first, before they put it on their lots 

or sale ? 

Mr. Tortie. It does, Mr. Chairman, in the case of reportable excess 
property. It is not the case with nonreportable excess property. 

But, GSA has, by its regulation, determined certain categories to be 
unfit for a governmentwide screening. We determined after consulta- 
tion with other agencies, that it is not economical to take certain types 
of property, arms, ammunition, implements of war, scrap, salvage, and 
give them what we call the full treatment. Therefore, we do 
provide—— 

Mr. Horirtevp. So that classification of property is exempted from 
screening by the civilian agencies ? 

Mr. Torrie. That is correct. 

Mr. Hourrievp. All right. Now what is left that is screened by the 
civilian agencies? 

Mr. Turtte. What is left: The general purpose and common-use 
items, any categories of properties which it is felt have a utilization 





y estab- 


al mili- 
nilitary 


lisposal 
ls, goes 


: When 
egional 
verty of 
artment 
Depart- 
ring its 
er those 
1 Wash- 
; Redis- 

So it 


‘tments’ 
‘ary de- 
do they 
depart- 
ere is a 


r by the 


rst, for 
thin the 
once an 
artment 
office in 
en offer 
e three- 


at, each 
rty has 
heir lots 


le excess 

rty. 

ies to be 

onsulta- 

in types 

age, and 
we do 


ed from 


d by the 


mon-use 
‘lization 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 225 


potential elsewhere in the Government; and this amounts to many 
millions of dollars a year in recent years. 

Mr. Batwan. How much property did the Department of Defense 
report as being excess that is both reportable and nonreportable in 
1954 ¢ 

Mr. Torrie. The Department of Defense only ? 

Mr. Bauwan. Yes. 

Mr. Torrie. A total acquisition cost of $1,793,761,000 was generated 
as excess by DOD—— 

Mr. Batwan. By DOD? 

Mr. Torrie (continuing). In 1954. 

Mr. Batwan. And that was excess to the Department of Defense ? 

Mr. Turrtxz. That is correct. 

Mr. Bauwan. And how much of that was nonreportable, or that 
which they did not have to report to you ? 

Mr. Turtiz. Of that amount, $1,358,102,000. 

Mr. Batwan. Roughly, would that be about 75 percent of all of 
the military excesses not reportable to GSA at all? 

Mr. Turrie. That would be about the percentage. The percentages 
vary somewhat, but that isa good average. 

Mr. Batwan. So what GSA is concerned with is only 25 percent of 
the military departments’ excesses # 

Mr. Turtiz. That is correct. 

Mr. Batwan. And that is sent on to you, reported to you, and you 
will screen that material among the civilian agencies ? 

Mr. Torrie. Correct. 

Mr. McCormack. Are you not also concerned, Mr. Chairman, with 
the sales of the property by the Defense Department and the return? 

Mr. Tortie. Very definitely, Mr. McCormack. 

I assume that Mr. Balwan’s question was directed only to the matter 
of screening of excess. We are very interested in the disposal of all 
surplus personal property of the Government. 

Mr. Houtrretp. In other words, your responsibility for delegation 
of disposal goes to the complete $1,793 million ? 

Mr. Torrie. That is correct, Mr. Chairman. 

Mr. Houirtetp. And although only 25 percent of that is reported 
to you for screening with other Government agencies, you maintain 
a regulatory supervision over the 100 percent of the property ? 

r. Turriz. That is correct. 

Mr. Hoxirrevp. And you do issue rules and regulations by which the 
15 percent is disposed of ? 

Mr. Tortie. Yes, sir. 

Mr. Houirretp. And, of course, you also after the screening of the 
$435 million, or the 25 pees of the $1,793 million, formulate rules 
and regulations by which that is disposed of ? 

Mr. Torrie. That is correct. 

Mr. Houtrtevp. Providing it is not used or donated by civilian 
agencies or civilian bodies? 

Nong Turrur. Yes, sir; and GSA provides the donation procedures, 
also. 

Mr. Houirterp. All right. 

Mr. McCormack. I have a question there. You say “regulatory 
supervision.” That phrase charms me. Tell me just what you mean 
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hy “regulatory supervision”? Now that might also include actual 
supervision and control, or it could not. 

Mr. Tutrie. Actually, we should say that GSA provides the regula- 
tions by which all of the surplus property is disposed of. 

Mr. McCormack. We are wing now about the Defense Depart- 
ment. 

Mr. Turtix. Yes, sir. However, it is actual supervision—— 

Mr. McCormack. That is where the big bulk is, isn’t it ? 

Mr. Tutriz. Yes, sir. 

Mr. McCormack. All right. Now, actual supervision is what? 

Mr. Turttie. At the present time, or up until the present time, the 
actual supervision of disposals has been negligible because of fund 
limitations. 

Mr. McCormack. Well, would you say it is wholly because of that? 
Wasn’t the Defense Department given a delegation ¢ 

Mr. Turrie. Yes, sir; they were given a delegation in 1950 by 
which they were authorized, as well as other executive agencies to 
dispose of their own property once it had been determined surplus to 
the entire Government. 

Mr. McCormack. Yes. Well, wasn’t that a sort of a freeze order! 
That isa Truman order ? 

Mr. Torrie. No, sir. The Truman order had no bearing on this 
section 202 of title II of the act. The Truman order, letter, referred 
principally to section 201, dealing with procurement, Mr. McCormack. 
Therefore, the responsibility is unquestionably GSA’s here, and it was 
a matter of delegation. 

Mr. McCormack. Well, you said “regulatory supervision.” By that 
you mean you could issue regulations ? 

Mr. Tortie. That is right. In other words, our delegation is one 
that works about like this: We have delegated the authority to the 
Department of Defense to conduct the actual disposals. But, we say 
that they will be done in these ways, and we specify the methods that 
can be used and we specify some of the other ground rules which 
apply to the use of those methods. 

Therefore, it is a delegation with certain instructions following or 
attached thereto. 

Mr. McCormack. Well, do they have any supervision over the sale 
of property at these auctioneering sales ? 

Mr. Turtte. Our supervision to the present time, Mr. MeCormack. 
has consisted principally of a spot checking, plus the receipt of reports 
from the Department of Defense and other agencies, and oceasion 
visits to the particularly large sales. 

Mr. McCormack. Just one question on the spot checking. How 
extensive has your spot checking been, for example, on acquisition 
value? 

Mr. Turrte. Well, sir, back in January of 1955, we ran a survey of 
528 sales offerings. 

Mr. McCormack. Ina period of about 60 days? 

Mr. Turrie. They were offerings that had been issued within a 60- 
day period. 

Mr. McCormack. An acquisition value of about $125 million ? 

Mr. Touttie. Roughly $125 million involved. 





actual 
regula- 


Depart- 


at Y 
me, thie 
of fund 


of that? 
1950 by 
cies to 
rplus to 
» order! 
on this 
referred 
ormack. 
d it was 


By that 


n is one 
y to the 
, We say 
ods that 
‘s which 
wing or 


the sale 


‘ormack, 
f reports 
oceasion 


gy. How 


quisition 


urvey of 


hin a 60- 


on ? 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 227 


Mr. McCormack. Could you tell us what the results of this spot 
checking showed so far as the sales, whether they were good, bad or 
poor : : 

Mr. Turriz. The GSA folks—we have a couple of disposal 
specialists on board 

Mr. McCormack. What ? 

Mr. Tutte. I say, the GSA set up certain criteria for evaluating 
these offerings, and the evaluation showed roughly these results, that 
about 40 percent of the 528 offerings were graded “poor.” About 40 
percent, I believe, were “fair,” and the balance “good.” 

(The analysis referred to follows :) 


Exuisir 1.—Analysis of Department of Defense sales offerings 
(conducted during past 60 days) 


Total sales offerings studied 
(Sampling indicates property involved has acquisition cost of ap- 
proximately $125,000,000. ) 
Consisting of : 
Air Force 


FI a i i sh accep ee ei 
Rated fair (29 percent) 
ROtem Pear cae percene) 2.2 by ee ee ee 
sv services : 
Air Force: 
isoee (4.8 HeLcent )}...~.. 
Farr (2u.0 BELCeDL ) «-ceu4-5- 
Poor (75.6 percent) 
Army: 
Good (381.8 percent) 
Fair (19.5 percent) 3 
RI Cee SURE NER ED caw asin. os scinttin a 0sssps wi sitive deeeeaean ets ane SEs 
Navy: 
Good (39.4 percent) 
Fair (42.5 percent) — 
Poor (18.3 percent) 


eed fet BND fed ed 
NO Stigtkt Oe 
lo oe Oe OO OI 


* 
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Principal points used as criteria for rating: 

Lotting : 

Too large 

Too small 

Unrelated items 
Descriptions : 

Inadequate 

Unwise 

Conflicting 

Too downgrading 

Vague 
Overall lack of “know-how” : 

Arbitrary requirements 

Method clearly unwise 

Inspection period too short 

Confusing omissions or additions 

Inappropriate and confusing conditions or instructions 


Analysis completed January 20, 1955. 


Mr. McCormack. Well, “good” was 29 percent; “fair” 29 percent; 
“poor” 42 percent, wasn’t it / 

Mr. 'Turrie. That is correct, Mr. McCormack. 

Mr. McCormack. Now that is 528 samplings, and acquisition cost of 
approximately $125 million. 
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Now for the Air Force, there was 115 samplings, wasn’t there! 
Isn’t that right? 

Mr. Tuomas. That is correct. 

Mr. McCormack. The Army, 195 samplings? 

Mr. Tromas. That is correct. 

Mr. McCormack. And the Navy, 218 samplings? 

Mr. Tuomas. Yes. 

Mr. McCormack. And the rate of “good” was 153 samplings, or 29 
percent. Rated “fair” was 153 samplings, or 29 percent. And rated 
‘poor” were 222 samplings, or 42 percent. 

By “samplings” you mean sales; is that right ? 

Mr. Tourtrx. That is correct. 

Mr. McCormack. Now by the breakdown of services, the Air Force 
put out 115 in that period. There were five “good,” 4.4 percent. Is 
that correct? 

Mr. Tuomas. As we remember the figure, that is correct. 

Mr. McCormack. “Fair” 23, or 20 percent. Is that correct? 

Mr. Tuomas. Right. 

Mr. McCormack. “Poor” 87, or 77.56; correct? 

Mr. Tuomas. Correct. 

Mr. McCormack. The Army was “good” 62 sales, 31.8 percent. Is 
that correct ? 

Mr. Tuomas. Right. 

Mr. McCormack. “Fair,” 38 or 19.5 percent ? 

Mr. Tuomas. Right. 

Mr. McCormack. And “poor” 95, or 48.7 percent? 

Mr: Tuomas. Right. 

Mr. McCormack. The Navy was “good” 86 samplings, or 39.4 per- 
cent; “fair” 92 samplings, or 42.3 percent ? 

Mr. Tomas. That is correct. 

Mr. McCormack. And “poor” 40 samplings, or 18.3 percent? 

Mr. T'Homas. Right. 

Mr. McCormack. Now the principal points, the reasons for it, you 
have also prepared to testify to? 

Mr. THomas. We have. 

Mr. Rreutman. These are the criteria you used in coming to these 
conclusions ¢ 

Mr. McCormack. Yes, sir. 

Mr. Houtrtetp. Before we go any further, let us clarify this. What 
do these ratings, these evaluations, and these percentages refer to! 
Do they refer to the manner in which this material was offered for 
sale, or do they refer to the recovery ? 

Mr. Tuomas. They refer to the preparation and offerings in the 
main. 

Mr. Horirtetp. Then, when you say that 29 percent of the offer- 
ings were rated “good,” you mean that their invitation to purchase was 
in good condition ? 

Mr. Tuomas. Right. 

Mr. Houtrrerp. And when you say 29 percent were “fair,’ 
mean that their invitation to bid was fair? 

Mr. Tuomas. Was fair. 

Mr. Ho.iFretp. And when you say that 42 percent of that was 
“poor,” you mean they did not prepare this sheet properly? 

Mr. Tuomas. Property. 
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Mr. Hourrterp. So these do not refer to the recovery, necessarily ? 

Mr. Tuomas. That is correct, they do not. 

Mr. Hotirtetp. Have you made an evaluation on the recovery? In 
other words, does this carry forward into the field of recovery on the 
same rate? In other words, if it was poorly prepared, cannot this 
committee assume that there was a poor recovery also ? 

Mr. THomas. Not necessarily, sir. However, in answer to the first 
part of your question, we are going forward with the sampling that 
we are now making to not only carry on what we did in this, but to 
also find out their recovery on the sampling that we are now making. 
We are making another sampling at the present time. That should be 
finished the 15th of this month. 

From those offerings, we will select locations, and working with the 
services, find out what their return was on those we are now screening. 

Mr. Houirtevp. So you are following through on this survey with 
the idea in mind of finding out if the sales that were actually made can 
be rated in the same manner as to “good,” “fair,” and “poor” ¢ 

Mr. Tuomas. On the 

Mr. Houtrretp. And you will have that ready about the 15th of this 
month ? 

Mr. Tuomas. If we cut off at that time receiving and analyzing. 

Mr. Houtrtetp. Will it be on the same 518 spot checks that you have 
made here ? 

Mr. Tuomas. No, sir, it will not be. 

Mr. Houirrevp. It will not be. 

Mr. Tuomas. For current sales. 

Mr. Turrie. But in more current sales using that criteria, plus 
percentage of return, by visiting the location and finding out what 
they got for the property. 

Mr. Ho.trrevp. Then you are going to spot check a number of sales, 
and you are going to use this criteria to find out how it was offered, 
and you are going to also evaluate what the rules were in terms of re- 
covery dollars? 

Mr. Tuomas. That is correct. 

(Summary of field analysis follows :) 





SUMMARY OF FIELD ANALYSIS OF DOD SALES OF SURPLUS PERSONAL PROPERTY 


As suggested at a recent hearing held on Department of Defense sales of 
surplus property, GSA has made an analysis in the field of 17 sales which were 
rated “poor” by GSA disposal specialists in the central office. The sales reviewed 
included Army, 11; Navy, 3; Air Force, 3. The reviews were conducted by three 
GSA staff members who visited the locations. 

The background of each individual reviewer included from 23 to 29 years of 
broad commercial merchandising experience, aggregating 78 years for the 3, 
plus from 2 to 4 years Government disposal experience totaling 8 years. 


Confirmation of sales ratings 


Kach GSA staff member was asked to review offerings which he had not 
previously rated. Three GSA regional areas were represented. The selection 
of offerings for review was made to include some from each service covering 
a variety of surplus property and different types of sales and operations. They 
were not selected on the basis of being the poorest, but generally the nearest to 
average poor as represented by the three services. The original GSA office 
ratings were confirmed for 15 sales. 

For two sales the ratings were revised from poor to good. The reason for 
the revision in one sale (Air Force 55-17, Gadsden) was that complete docu- 
ments were not available to the GSA representative at the time the rating was 
lade, The GSA copy of the offering failed to include instructions which were 
attached to each of the other invitations. 
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In the other sale (Navy B 32-55, Mechanicsburg), the offering was criticized 
because several lots were considered too large for the average buyer. This sale 
included the following provision: “Bids shall be made for any or all of the 
material on items Nos. 1 through 23. Awards will be made to the highest bidder 
for the quantity bid; the balance becoming available to the next highest bidder, 
and so on, until all of the material has been awarded.” It was not understood 
by the reviewer that an award would be made for part of a single lot which 
usually is not the practice. When it was confirmed that the first 2 lots were 
sold with 8 separate awards made for lot 1, 9 awards made for lot 2, and remain- 
ing 22 lots were withdrawn for utilization, the basis for criticism no longer 
existed and the sale rating was revised from poor to good. 

Frankford Arsenal was visited to discuss the sales invitations 36—038-—S-—55-22. 
36—-0388-S-—55-28, 36-088-S-55-27, which previously had been rated “poor” and 
which were to be the subject of discussion. Some of the material furnished by 
the activity, however, turned out to be inapplicable to these offerings. While 
additional information has been requested, the results are not available in time 
for this report. 

Except for one installation, Frankford Arsenal, there was general concurrence 
by local disposal officers and service representatives sent from headquarters { 
participate that the GSA ratings of poor were justified. 


Sales recovery 
The following are the percentages of recovery, as furnished by the installations 
for 14 of the sales checked in the field. Data were not available for three sales: 


Total acqui- | ,, Perce! 
: : otal return —_— 


Location 
sition cost recover 


Picatinny Arsenal 55-3 $796. 01 | $81. 10 
Tobyhanna Signal Depot 5f 374, 439. 00 35, 025. 00 
Rome Air Force Base 55% 25, 174. 00 5, 616. 00 
Great Lakes Naval Supply -55 13, 065. 00 632.14 
Chicago Ordnance 55-206 12, 869, 00 156, 12 
Do 55-26 2, 000, 00 , 178. 68 
Do 55 , 168, 52 , 307, 98 
Do ‘ 55-3 21, 504. 64 107. 00 
Do 55-306 , 007,13 101. 52 
Jeffersonville Quartermaster Depot ! 36, 157. 00 , 125, 16 
Blue Grass Ordnance Depot 5-15 }, 300. 00 004. 60 
Warner Robbins Air Foree Base 55-7! 3, 064, 21 , 217. 95 
Anniston Ordnance Depot 55-6 47,511. 40 22, 064. 48 
Fort Jackson 251, 797. 00 5, 444. 


Total, 14 sales a 2, 072, 848. 07 2, 062. 


1 Estimate. 


In specific offerings where poor lotting was the basis for criticism, the lots in 
question generally resulted in a low recovery. In a few instances relative! 
high percentage of sales return will be noted in the table above. The hig 
recovery at Rome is accounted for by photographic film which amounted t 
$4,756 acquisition cost and produced $3,280 recovery for a 70-percent return and 
represented more than half the total recovery from the sale. On the sale at 
sluegrass Ordnance the oil seals which were well described and sold in sma 
lots of 1 to 8,000 and brought more than double the recovery obtained from a 
lot containing 660,000 equally well-described seals of the same type. Numerous 
examples of this are cited in the individual reports on Anniston, Warner Robbins 
Rome, and Tobyhanna. 

AVERAGE COST OF SALES 


The figures, furnished by installations, representing the cost of disposal ope 
ations were for the most part limited to staff salaries and in a few instances yard 
handling wages. Generally, charges were not included for use of yard-loading 
equipment and cranes. None of the installations included charges for space, 
general overhead, supplies, and mailing. Some operate with very few adminis 
trative personnel; others appear to be overloaded with administrative peoyle 

Most property officers were not informed of their cost figures for the past 1° 
months until this information was requested as a result of these reviews. A! 
each point there appeared to be lack of knowledge regarding the cost of doins 
business which never would be tolerated in commercial selling activities. Dispos 
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officers not only did not know what their costs were but were not very sure 
whether such figures were available. In one installation the military officer in 
charge replied when asked for these figures, “Ill try to get them for you, but 
[ can’t see what use this information will be for your report.” In another 
location two different sets of figures were obtained. Here the property officer 
learned for the first time of charges during the past 12 months which he claims 
should not have been assessed against the operation. 

Generally, cost figures provided us were understated and did not reflect the 
actual cost of disposal. At one location the salary of the chief of disposal oper- 
ations and his deputy were not included because he claimed they spent practically 
no time in this work, 

Listed below are a few available examples of the wide variation in the cost 
of sales as furnished by the following installations: 


Annual re- Annual cost Selling cost 


ocatio 
Location covery of sales (percent) 


Great Lakes Naval Supply, Illinois $995, 602 $72, 354 
Chicago Ordnance, Chicago, Il 363, 842 75, 000 
Rome Air Force Base, Rome, N. Y 95, 989 28, 691 
Naval Supply Depot, Mechanicsburg, Pa 4, 516, 000 245, 000 
Picatinny Arsenal, Dover, N. J 1, 300, 000 74, 000 
Frankford Arsenal, Philadelphia, Pa 947, 256 148, 500 
Jeffersonville Quartermaster Depot, Ind 2, 057, 099 220, 000 
lobyhanna Signal Depot, Pa 86, 206 35, 611 


DISPOSAL STAFF 


Army civilian personnel at the installations visited were generally paid the 
lowest grades (Blue Grass, GS-7; Tobyhanna and Fort Jackson, GS-8; Dover, 
GS-9, and Anniston—with $46 million annual sales—GS-9). They are improp- 
erly trained but with records of years of Government service. The great need is 
that they be “untrained.” They generally have little or no commercial merchan- 
dising experience and no exceptional or outstanding record of achievement in 
Government disposal activities. They must operate strictly by “regulations” and 
reveal serious lack of concern and awareness of the many skills required for the 
successful merchandising of the property in their custody. 

The Navy and Air Force personnel contacted were less restricted and less 
dependent on “regulations.” They showed more initiative and planning ability 
but also lack commercial experience which often precludes the appreciation of 
good judgment in resolving sales problems. 


DISPOSAL OFFICER AUTHORITY 


At the installation visited, the civilian disposal officer usually was found to 
have the full burden of determining the method of sale and developing sales 
programs. He informs his supervising officer (usually a military officer in 
charge) regarding bis sales programs and obtains approvals concerning overall 
policy matters and related problems. He is given little guidance by his superiors 
since most of the military officers assigned to this work understandably considei 
ita temporary assignment and have usually had little or no commercial disposal 
experience before engaging in this activity. 

Supplemental conclusions 

While on the bases the opportunity was used to observe as many other facets 
us possible of the disposal operation. This was done in the hope that we could 
identify some of the installation policies, practices, and limitations which lie at 
the roots of poor merchandising. 

Failure to appreciate and apply recognized principles and practices of selling 
Was frequently apparent. This was demonstrated as clearly by many petty 
requirements and oversights us by major failures. 

For example, security clearances at entrance gates caused delays at some 
points which seemed unwarranted and must have been annoying to potential 
buyers. There was a noticeable lack of directional signs to guide potential 
customers to property. Added together these mount in importance (Picatinny, 
Warner-Robbins, Jeffersonville ). 

Surplus frequently was unduly seattered. Installations fail to recognize the 
ulvantages of consolidating property in an area near entrance gates (Picatinny, 


64721 56—~—-—~16 
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Warner-Robbins, Jeffersonville). Opportunities for good display are overlooked, 
In one warehouse (Tobyhanna) the aisles were 18 feet wide but the offerings 
were stacked 18 feet high by lots in closed boxes and sealed cartons. All ware. 
houses were neat and orderly in their arrangements of containers and cases but 
most of them were woefully lacking in their presentation of items offered for 
sale (Tobyhanna, Warner-Robbins, Jeffersonville, Frankford, Anniston). 

There appears to be a serious need for a reorganization and revision of the 
present disposal techniques. This should include improvement in the presenta. 
tion of sales invitations, advertising, property displays, descriptions, property 
lotting, award procedures, and cost accounting methods. There should be a fuller 
exchange of merchandising information and a revision of property classification 
terms to conform to commercial practices. 

The property officers at all but one installation visited expressed an eager 
desire to help and stated they would welcome any qualified assistance that can 
be made available. 

Also enclosed with this summary is a tabulation showing the results of our 
second analysis of Department of Defense sales offerings. This was referred 
to in the course of the hearings as being in process. It shows that as a result of 
the first survey, efforts have been commendably and successfully made to raise 
the quality of some sales offerings. Much more improvement, however, must be 
brought about. 


ANALYSIS OF DEPARTMENT OF DEFENSE SALES OFFERINGS (RECEIVED May 1, 
THROUGH JUNE 15, 1955) 


Total sales offerings received and studied, 616. (Sampling indicates acquisi- 
tion cost approximately $150 million. ) 

Few of the offerings examined were so good that improvement could not have 
been made, but 318 could fairly be, and were, rated good by overlooking volumi- 
nous sales terms and conditions, many of which were conflicting and inappro- 
priate. 

The remaining 298 cases were open to criticism for one or more of the follow- 
ing reasons: 

1. Unsatisfactory inspection period. For example, if inspection is precluded 
the day before the bid opening, a bidder who wants to attend bid opening—and 
good buyers usually do—must make two trips. (See No. 23, Army.) 

2. Lots too large for average buyer. (For example, see No. 30—Army—1§ 
railroad cars.) 

3. Lots too small to justify the cost even of preparing a sales document. (For 
example, several under $1—one 8 cents, one 22 cents; see Nos. 8 and 14 of Army.) 
4. Unrelated items thrown together in one lot. (See Nos. 9 and 17, Army.) 

5. Inadequate, unwise, or conflicting descriptions. (See Army sales Nos. 3, 31, 
and 35 as examples.) 

6. Undue downgrading of the property being offered. (See Navy sale No. 20 
and Army sales Nos. 5, 6, and 10 as examples. ) 

Summarizing our findings and ratings by services: 


Percent 
Air Force: 


Rated good 
Rated fair 
Rated poor 


Army: 


Rated good 
Rated fair 
Rated poor 


Navy: 
To 


Rated good 
Rated fair 
Rated poor 








All 8 services have shown improvement since previous study, with the Air 
Force dropping from 75 percent “poor” to 20 percent. 
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NEED FOR GREATER PARTICIPATION BY GSA 


On account of the factors listed above, it is doubtful that the military will be 
in a position to do an acceptable sales job. 
Public Law 152 contemplates that GSA will provide supervision and direction 
in property management activities including surplus sales. 
To date, such supervision and direction in sales have been lacking due to: 
1. Pressure by DOD to run the show. 
2. Lack of funds by GSA. 


EXPECTATION FROM LARGER APPROPRIATION FOR GSA 


GSA staff are confident that an increase in appropriation of $500,000 would 
enable them to do a complete job of direction and superyision and bring a large 
return to the United States Treasury. An increase of 2 percent in gross revenue 
on a $2 billion annual volume would be $40 million or 80 times the increase 
in appropriation ; 1 percent increase would be 40 times the expense. 

The stakes are large enough and of such reasonable assurances of achieve- 
ment as to justify an intensive effort in their behalf. 


STATUS OF APPROPRIATION 


House of Representatives action on the Independent Office Appropriation, 1956, 
H. R. 5240, passed March 30, 1955, shows for the applicable item : 


Comparative statement of appropriations for 1955, estimates for 1956, and 
amounts recommended in the bill for 1956 * 


Item: “Operating expenses, Federal Supply Services” : 
RE aint $2, 660, 000 
Budget estimate, 1956_ 5 ee ee ors ami macintosh aa Oe 
Recommendation for 1956_______- were cats 2, 890, 000) 
1956 estimates____ 


i Sarees fF a 230, 000 
H. Rept. No. 304, 84th Cong., 1st sess., 1955, p. 22. 


~~ 


Since several activities are financed from this one line item, it is evident that 
the “utilization and sales program” will receive small, if any, increase. 

The Department of Defense is permitted by appropriation language to utilize 
$40 million of receipts from sales of scrap and salvage for the purpose of surplus 
property sales (sec. 715, DOD Appropriation Act, 1955). If General Services 
Administration takes over part of the function, it may be possible to transfer par' 
of the funds from the Department of Defense to General Services Administratio! 
This would obviate the need for an overall increase in appropriations, 


(‘The material referred to follows:) 


When consistently low recoveries from sales of surplus by the military services 
had demonstrated the need for a more direct and concentrated sales assistance 
program, GSA made a study of 528 sales offerings which it obtained from its 
regional offices during November and December of 1954 and January of 1955 
The purpose was to see if these documents which in many cases were being 
printed and disseminated in large quantities at great expense were doing 3 
selling job. Many of the offerings examined do not seem to exemplify the aggres- 
sive type of selling forecast at the time of the issuance of Department of Defens 
Instruction No. 4160.4 of July 13, 1954. Neither do they seem to be the straight- 
forward type of business document which would appeal to and invite the interes! 
of the new user or distributor buyers in hitherto untouched markets so obvious) 
needed if the Government is to get a fair return from the inventories of surplus 
which were reportedly causing the warehouses to bulge. For uniformity 1! 
rating these sales offerings, the following 16 points were used as guides: 

1. Arbitrary requirements reducing buyer interest. 
2. Method of sale clearly unwise. 
3. Inspection period short or vague. 
t. Confusing omissions or additions. 
5. Failure to use spot-bid sale for meager totals or small lots, 
Large: Beyond buying buyers capacity. 
7. Too small: Uneconomical to award. 
Unrelated items reducing values. 
Excessive instructions. 
Inappropriate for property offered. 
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11. Confusing conditions or instructions. 
12. Inadequate. 
13. Unwise. 
14. Conflicting. 
15. Unduly downgrading property. 
16. Vague statements identifying conditions. 
On the basis of those points 29 percent of the cases were rated “good,” 29 
percent were rated “fair,” and 42 percent were rated “poor.” 
The following data summarize and explain what this analysis of all 528 cases 
brought to light. (The number of cases will not total 528, nor will the percentages 
add up to 100 percent, because many invitations contained more than 1 fault.) 


1. The overall presentation of the sale to potential buyers indicated a lack of 
selling know-how 

Nomber O08 GRR otis ik ise Sens s lckeiphaiskasiacenacnceebie ag hd gS ah et 164 

Percentage of total i 31 


Here are two examples taken at random which will disclose what is meant. 
The GSA comments and markings will be noted on each: 


age Invitation to Bid 
Sa/ss Aoca%e7,; Poardaen,marglap, 18-001-s-55-12 
— Proving Grovsng 


Pollowirg is a list of items which have been withdrawn from this Invitatic 
Bid, and bids will not be accepted On same: 


79 My 197 263 8-% 
81 198 ot, 8-97 
82 43 20d, 265 8-98 
83 266 8-99 
85 267 8-101 
268 8-102 

269 $119 

270 8-120 

213 8-146 

274 8-158 

275 S-1459 

276 S-140 

278 S~1u9 

279 8-155 

8-156 

282 8-158 

8-159 

8-177 

8-179 

8-180 

8-181 

8-182 

8-183 

8-186 

8-187 

$=190 

8-193 

$-1% 

8-195 

8-197 

$-198 

$-226 

8-227 

8-228 

8-29 

8-250 

8-231 

$-232 

8-234 


140 
129 


145 ob 7 Lal 


at Late Prarve.s0t 
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STANDARD FORM 114A, REVISED CONTRACT MO, 
se scniSeD BY GENERAL SERVICES ADMINISTRATION SALE OF GOVERNMENT PROPERTY 
Sa INVITATION, BID, AND ACCEPTANCE iWvITATION NO, SSS 
( Sheet) 23-072-$=55-26- 
TO BE SUPPLIED BY BIDDER 
ITEM NO, DESCRIPTION AND LOCATION OF PROPERTY comma Samra 
COLLARS =| CENTS 
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STaNOARD Form ‘114A amet 88 
Gust ve COITION 


2. Unrealistic lotting was widespread in all the services 


As will be seen from the examples given, lotting errors run from those which 
are too small (so small, in fact, that the Government cannot afford to prepare 
the bills of sale) to those which are so large that small business has no chance 
to compete so that competition is reduced and in turn so is recovery. 
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PAGE NO | CONTR/.@T NO. and } 
Sree tase NAA SALE OF GOVERNMENT PROPERTY can 
AUG uve 
shale J 
PREECRISED BY GENERAL SERVICES ADM. INVITATION, BID, AND ACCEPTANCE] 6 EBB APs 


REGULATION NO. 3 (CONTINUATION SHEET) 


DESCRIPTION AND LOCATION OF PROPERTY | GUANTITY 4 aa Num 
Perc 


SALE OF SURPLUS ITIuS De 


. demo 
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STANDARD FORM 114A 
AUGUST 1960 EDITION 


3. Unattractive sales conditions were prevalent 


Number of cases 
Percent of total 


One of the most prevalent practices was to staple in front of the list of property 
being offered for sale, page after page of additional terms and conditions of sale, 
special terms and conditions and instructions to bidders, most of which were 
unnecessary and many of which were conflicting, confusing, inappropriate and 
in some cases forbidden by regulation. 
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The voluminous pages themselves made the offerings unattractive, forbidding, 
and annoying. Perhaps they would not serve as a deterrent to the casehardened 
buyer who ignores them, but they could be frightening to a new potential buyer. 


4. Descriptions were faulty 


Number of cases 
Percent of total 


Describing property badly or inadequately, as was frequently the case, clearly 
demonstrated and reaffirmed the conclusion that merchandising know-how just 
was not present in many cases. Typical are the examples given: 
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see ay cenenat seavices aowmusrrarion SALE OF GOVERNMENT PROPERTY ; DA. (3) 40=110-08 = 
PERSONAL PROPERTY ARAGEMENT INVITATION, BID, AND ACCEPTANCE INVITATION NO. 

(Continuation Sheet) ; 40-1 10=-6-55=8 


_—--anyeienlelllediaiiiaeipaaniitesilien 
TO BE SUPPLIED BY BIDDER 
wie a can oe 


DOLLARS CEnTs 


| SALE OF ENGINEER PROPERTY 


Su-| (MISCELLANEOUS SPaRE PaRTS 
Cooe 140 APPROX. 114 PCB. 
MFG. GY CATERPILLER Tractor Co. 
| Cooe 975 APPROX. 367 P cS. 
MFG. BY INTERNATIONAL HARVESTER Co. 
| (unuseo) (P ackeo & UNPacKkeD) 
| TOTAL WT. APPROX. 7508 
TOTAL ACQe Cost $569.23 
| (Fvc a) (CE = N2) (8CC94) 
Loc. NEI Sec E-5 


SM-2) |RIGCELLANEOUS $PaRE Pants 
Cove 072 APPROX, 242 Pcs 
| MFG. BY 08G000 Co 
Cooe 170 APPROe 108 Pes 
| MFG BY Le TouRNEAU R.G., Inc 
| Cove 203 APPROX 223 Pcs 
MFG BY BEND! x BES TINGHOUSE 
AUTOMOTIVE AIR BRake Co 
Cove 2t2 APPROx 20 Pcs 
MFG BY COLUMBIAN STEEL Tanx Co 
Cooe 221 APPROx 175 Pcs 
| MFG BY PERFECTION $TeEL BO 
| Cove 223 APPROX 11 P 
| MFG BY DaYBROOK HvoRAULIC 
Cooe 225 APPROX 4 
| MFG BY TRAILER UTIL! 
Cooe 226 APPRO 
WFG BY CHICAGO Ra 
Cove 236 
VFG BY EVvINRUO 
Cove 237 
WFG BY FReuHAUF TRA 
Cove 244 APPROX 4 Pcs 
, MFG BY GuIoE Lam? Div General MOTORS Co 
| Cove 256 APPROX 4 Pcs | 
| MFG BY JOHNSON MOTORS 
| Cove 296 APPROK 2 Pcs 
VFG BY HWaGneER ELEecTRic CorRP 














404 CONT ON NEXT PAGE 
1 


perty Dae CAUTION: INSPECT THE Provt 
moinsitenae Te : 
NAME OF BIDDER 

sale, uacnanterormo | ; 

SHOULD SHOW NAME 
were OF BIDDER 
- and ———$——____|_ 

ANDARD FoRM 114A 

UST 1990 EDITION 





242 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


— ele Loc3tres ‘Memphis Gen Leper. 


SALE GF QUVEGNMENT PROPERTY 
BYTATION, BIL } RECEP AME 


st 
sheet 


to tat Bt 

TOR. ac@ CHOOT 
PYG as eo % 
Lore RE Ges 


su~-3 HEB CELL ARES i@ GPaee Panes 
} Rone 62 AFPROk 3B PLS 
'OFG BY Ai RoMATE CORP 
+ 660c 604 AP?ncx 22 FoR 
OFc BY Awtei can GOGH Cone 
cose sie APPRO x 23 
i@fra &y Er._ecra:i¢ Auto ie 
Cooe 605 &PPacRn 2 
Mfa By Baeace~G ras 1 vow 
Cope 669 A®*ugx 24 
Ge ev Benoix Progr ts 
} Coon 610 i 
Ura oy Canree Cana wan o¢ 
Cove G12 aPPacx 1 ZO Hc8 
lure Sv Curvsice CORP tuo ENG 
Cene S77 A®’asxy 23 “cs 
$OFG Gy OcicoRewr Ore, GHC 
iCeoe 6% Avrnon 7 ce 
(BPs BY Gack & HEN TT Faeci a SOK 
| jnoueteres, ime , cl 
i‘ Coor 63% APPHDs O1 Fee 
ire ov Fas reanxa-—wonst Tweed rer 
Cece 637 AvP RG fc ; 
jars BY fFoOas BOTOR CH hohe Exgiuhe Derr 
| Seer 640 Arranges ee 
Ma ty Gentes. Ex eC TRIG fs 
Senn 646 § *hae x & Po% 
Fo @r Merc. ts BOTH Cone 
Cane 647 a?’aaon tR Fes 
WPG av Hesant 6208 
Coon €59 &*Pac xn 127 “cs 
Wee Sy Riexwarrce CoxP 
Cose €96 APP KO» 
ere ev Seeor“erviiie 
Cocke €$% 47 °ece 


Po BY Lawchwone Et 


/ 


CONT ON WEXT PAGE 


CACTI: I8F v Tee 
j ar oe t 


Kate SMELT OF 2G 
PEAAD SASH Mamet” 
OF Ihe ke 


ete eee te ene ee ew 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


SALE OF GOVESHIMENT PeOreaty 


SAINATA TION, 8, AND ACCEPTANCE 
Oe Tins Tm B4E ET) 


Pad 


‘ sep rohan 414m : 
' Se arts ~ nota 


imyt Ta Tian 


“14 | ORSCRUPTION AMO LOCATION OF PROPERTY 
Track, steel, KS Tr., 12% ea, Hous 

t 4a trac’. rubber, Ba, Lank tre 
ligter starting, 1 of, Genorator ass 
& 03, Red Control, 4 spe Vol. 6, i 
Sta ter motor erankiny;. assy, 1 ea, 
Real Spotiite cord, Mat Ady i ee, Ty 
& lh, 10 aa, apm ages, 3 46, i clcer 
4 an, Lock, trave! pun, 42 ea, Ki ad 
encine, wieashafts right age , (ve 
ighion gummer's seat, /3 ea, Bier 
Lad, 15 ga, Tank, 2 en, fark fvel 
left, 2 ea, Fan assy, 4 oe, Mecrari 
ioder periscops asa, ; Se whe 
wheal, Ord ?, G 205 } 
trans. oi] ase, (leaks), 39 
pelier assy, 6 ea, Vertice) fud 
> w/adapter aaa, lea, Pum 
rive, 1 em, Flasher #trer, 1 «a, 
oa, Compressors, air, 15 ea, Gear 
engine assy, 3 ea, Puliay & Bra eket§ 
Gea. #/base, 3 e@, Hecdator 

Sice Ser, Brake w/lins ie 

Generator battery cloarcing ast , 2 
Wer, 51 ea, Tranemiasion ¢ Transfer} 
Vas, FAIL, 5 @a, Camshaft 

drive, left aaey, < mm, Ho 

ay, Mh Tractor, } — 

Wk re ie ia a 
output siaft, Ord isms 
cotler, oll, Tea, Coat Pra 
idier, 4 es, Converfje: 5 Vea. Mh, 
N26, 23 ea, SKP nearer, 123 
wpe ore., 
wiretor sas) 


oi 


RS 


a 
Ww 


ee 
> or 


4 
« 


a wty 


x 


"Bis Cam 


(in, 


Qe, Cols r ong 


eth ate, 


<frear tandun cnn *. 
cComprassor assy, 9 My Collier engin 


tic chain take up asa, ic 
Ca, Generator, 2 da, ¥a lve 
1 @n, Kolder cable, ¥ fico! 
encins sexy, ace. dr wey 
front axle asay, Ord & 
inower take off tux. heen, 
ase” sti. 4 ea, Culley ere iz 
MG .7, WK oa, Fear, 
26a, Track tracter,. 4< 
canohaf i Leu 


eh, 
ee air 


» lB 24, 


He 


; os, 
2160, Gr lee 
¢ide, 3 e 
Sa Cmas! 
Srau) 


« 


Srea tin 


UNtT OF 


© drive pes 
i hy 


hub 


Bn, 


a 


vRS at ick), 
iven, wf ae 

ar™ cai 
turret 


3@ 


&S 


ratch 


2 , 


rive ase 


fuel aggy , 
» soft - 


fug ABET 


ra wea 
Drive 


“a ao 


BFA. iti th 


7 ea, ‘.ineh 
ter, 10 aa, 


> 


Pie, 12 way Haft a 


wesy, hy Tr 

4 Ba, arm 

ee, hear ing 
> oe 


ft engir 
oar 
« intake vai 
oil asg, 

r engine 

miroal, Mat 
lowing, ora 


3 


by 
» Fan 
eit. 


ic e@ecri 


2 

int, 
ne 

bi fee 


 @a, Spaft, 


TO 
i 


PRK & TTB. PROB MD s 
FER Ue 


ASIA 
2 4,1) Clutch $2 aa, Li 
tS? o&, Generftor, 2 


2 
Ore 9, 


x aoey 
> 

4.3, 

’ 

a 


, 


Hs, 


2 oe ~ 
Srechcmetar Sagy, Z 
LOR ma, Spptlignt & 
dev C8, & Ley, Sey Vel. , il, 
er asap, 2 2a, Stpft, 
haft asty, 7 a, Pead, 
ck idlerJi ea, 
Carture asyy 
ual vertz 
mh anor, 2 oe 
3,i 20a, Bull, road, 
ea, Goole 
» Shaft, 
tyGracpic traversing 
en, Sheft proneii fan 
er air dem, Ord P GSO 
i, eh & ea, Carforeta 
& ¢a, Regsiator 
seak aes 


feed 
Sak 


x 


%/ O4 
% 


sep 


t 95 
Tale’ wint., 3 


4. 


ra 
Bt 


cM 
, 


ans. ass 
a, Hing, 
ike wabe 
el, trai 
9 2 om, 8 
2eeek, eng. 
t, 3 atk 


tandem wineh, 


hcase & & 
Sco! 
uk 


fo 4 
EBA ae 


Hi 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


tite COUneing Geo 
be : and breaking, for 
macious gizes of wheels and 
iron 


PURINU ALLOT, sleet, size 
gee" x 48% Leh; BPPPOR. 
ie shoots.’ 


RE ROPE, port inaulated, steed, 
arkon, tinned or tine conten 
exible, preforms’, dts. i/s4, 

eopeer. 5,000 ft. 


a rane 


Ba BYGEAls batyrs pa 
err ge Hes 


s+ pore, tunes: “ah i 
“eel. Sene, cop ORs a3. . 


yoeryipitia. Me, Binck, ine | 
int, cir drvine, in. ow 


Num 
Peres 


Pr 
of de 
of w: 

On 
unus 
it ha 
The 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 245 


iy AGE NO] CONTRACT NO 
See eee cee nom, SALE OF GOVERNMENT bhibERTY 
eee nTY weANAGe! “INVITATION, BID, AND ACCEPTANCE INVITATION NO. 
(CONTINUATION SHEET) ! 
8 B-27-55 APA 


TO BE SUPPLIED BY BIDDER 


| 
ITEM | DESCRIPTION ANDLOCATION OF PROPERTY | QUANTITY, | Wesune] pmce erp|_TOTALPmCE sro 
; PER UNIT cants 


—_—_—— 


16. ENAMEL, gloss, color ¢ream, a 
creft, in 1 gallon cons, 
approx. 19 gallons 


AMEL, gloss, color gray, on 
gine, in 1 gallon cans, 
opprox. 21 gallons 


ENAMEL, gloss, color orange, 
internationol, in 1 quart cans 
approx. 87 quarts 


ENAMEL, gloss, coior red, in- 
signie, in 1 gellon cang, 
opprox. 11 gellons 


fine, in 1. gallon cans, appro 


a ae ; 
ENAMEL, wrinkle finish, black Cy) 
33 gallons ot ad 


Hark 
ACQUER, various types ng’ \_ 
colors, in various siz& p6fi8; 


approx. 7 gallons oN 
fs 


‘; > 
LACQUER, celluloge: nitpate, 
gloss, color opdéngé}.Leternatijonal, 
in 1 gallon ee ryOPprox. 32 
gallons ~— 4 


ACQUER, cellulose nitrate, 
gloss, color yellow, light, 
in 1 quart cans, approx. 14 
quarts 


he above mterial is used in poor condition. 


SAUTIO SPECT THE PROPERTY 


mae = 


STANDARD 114A 
AUGUBT 1980 


5. Property was unduly downgraded 


Number of cases 
Percent of total 


Probably no one bad practice was no destructive of potential recovery as that 
: downgrading of the property being offered. It was accomplished in a variety 
of ways. 

One of the most prevalent was to call property salvage when it was good, 
unused and highly desirable property. Another was to call it condemned when 
it had not been condemned, or still had commercial utility, if not downgraded. 
The following examples demonstrate types of downgrading: 
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Another method was to mix highly specialized parts with run-of-mine commop 
use items, sometimes merely in the same document sent to a standard mailing 
list, so that there was no element of good marketing practice but instead the 
offerings were put in the hands of the scrap and surplus dealers. On the one 
hand, distributors who could channel the specialized items through normal buyer 
users never know about their availability and the logical market is not reached. 
On the other hand, the specializing distributor who does hear about the sale 
and buys at the higher price, or has previously purchased similar items, dis 
covers that his trade is being bombarded by cut-price offerings from the surplus 
dealer. The result must inevitably be that the specializing distributor with 
facilities for sorting, disassembling, displaying, and with sales personne! for 
properly selling to an established user-buyer trade, will not buy again. 
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. one Pr go : 5 tilatemaamaael (CONTINUATION SHEET) IN OL-60L-3-= Sab 
wd er - TO BE SUPPLIED BY BICDER 
C ‘ a QUANTITY | UNIT OF ama 
_ MG" | DESCRIPTION AND LOCATION OF PROPERTY | (yew Us) PRICE B10 [TOTAL PRICE oe 
, dis- 
rplus Code P6 
with 37.{Office Equipment & Supplies, sal- 
1 for vage, consisting of typewriters, 

Remington, 1" Carriage, 3 ea; 

Smith-Corona, 10" Carriage, 1 on; 
ome Remington portable, 1 ca; Machine 

scaling, 2 cas; Machine, 1 cas 
— Platcr, 2 ca. Approx wt 52 lbs. 

Where Is, Bldg T-103. 
, 
“ Code: Q7 
om 38.|Tools, hand, misc, used and unused, 


396 


40. 





jconsis ting of plugs, pinions, 
Larweneege pads, paddles, packing, 
pins, nuts, chasers, bits, sockets, 
springs, handles, etc. Some items 
boxed (box wt included). Where Is. 


Code Q2 

Hardware, misc, used & unused, con-} 
Sisting of fasteners, pins, gears, 
links, plugs, couplings, chains, 
rods, nipples, etc. Some itens 
boxed (box wt included). wherp ts. 


Bldg T-103, Lis cae 
¥ - 
Code Pk ~~. 


Kitchen Equipment repirabiity “edhe 
sisting of Urns, cof Py aon on. size 
3 ea, Range, gas, n Rize," 

approx wt 533 Lbg¢ creak. 

Bldg T-103. Z & “y 


ode Q7 ~~ 
Tools,misc, hand, unused & reparablc 
consisting of tools, covers, scrcw- 
drivers, wrenches, fixtures, clamps 
pullers, dices, extensions, sockots, 
pliers, unit assy, gages, ctc,. 

Some items boxed (box wt included). 
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PAGENO } CONTRACT NO. 
Se ee TTR SALE CF GOVERNMENT PROPERTY (04-606) s-55- 


PREICRIBED NY GENERAL SERVICES ASM. INS 
Aso ene te Ponty MANAOCMEAT INVITATION, BID, AND ACCEPTANCE INVITATION NO. 
REGULATION Nu» < (CONTINUATION SWEET) 


* as yo QUANTITY NIT OF 
DESCRIPTION AND LOL TION OF FROPERTY | Rasa’ | teen eurw 


CODE M3 _FLECTRICAL BESIDUE. 
consisting of clamps, power cable,; 
| lamp assemblies, fixtures, meters, 
\ light assemblies and related parts} 


Incomplete. aati 
Acquisition Cost $2950.00 


CODE P-6 ASSORTED.O POUTT Meat 
Safes, various types, sizes and 
manufacturers, heavy construction, 
also file cabinets, light steel 
constructed, duplicating machines, | 
electric operated 


Incomplete Salvage 
ey" on C6 712,500.CO0 


CODE O04 SHOP RESIDUE consisting qf, 
Bear precision dynamic balancer, 
assembly model 330, serial #946, 

AC, 60 cycle 1 HP, 110 volts, 6 amps, 
Manufacturer Bear Co. Machine 

planing wood, model L-]12, manufacturer 
Al Young. 


I 
oquisi ¥4.9n. EBtsacr 810.00 1,150 


FC ida acs ERTY 

An example of another method of downgrading is to mix in one lot a large 
variety of parts of different and sometimes even competing manufacturers, 4s 
the case which follows: The highest bidder for Allis-Chalmers parts would logi- 
cally be one who deals in Allis-Chalmers equipment. He will not pay anything 
much for Baldwin Locomotive parts and vice versa, yet he has to buy the parts 
of some 70 manufacturers to get what he needs. This assures the lowest possible 
price for the thing being sold. 
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Mrs. Grirrirus. Mr. Chairman, could I ask a question? 

Mr. Houtrrerp, Yes. 

Mrs. Grirrirus. If you have answered this before, it is available and 
you do not need to answer it. How do you determine what the pur- 
chase price of these items was? 

Mr. Tuomas. By the acquisition cost, what the Government orig- 
inally paid for them. 

Mrs. GrirrirHs. Suppose in the contract, a former pricing contract 
with a lot of engineering changes, there had been as many as five dif- 
ferent prices paid for the same item, how do you know which item the 
item you are charging—which item you have ¢ 

Mr. Tuomas. We know by the records of the agency that buys the 
material. That is one. No, 2, I think we can look back over past rec- 
ords and find out what the property was. Also, the advances that you 
speak of, particularly to engineering, are generally much further 
advanced than are used in commercial practice, so that the prices, in 
essence, were not really changed, I do not believe, on those particular 
items. 

In other words, industry generally has overcome the engineering 
advancements before deliveries begin, so we can fairly well determine 
what the Government paid, and we can generally be pretty firm and 
believe that figure. 

Mrs. Grirrirus. Frankly, I do not see how you could. 

For instance, on a Timken axle bought in Detroit, there are some of 
them in the same contract that cost $2,500 an axle. They finally went 
down to $1,500 an axle. How do you know what axle you have? 

Mr. Tutrix. Madam, many of the departments of the Government 
average out their cost on their stock cards. It is a weighted affair, so 
that at any one time, if there is a thousand units shown on hand, the 
unit cost of the item will be an average cost, which would take into 
consideration the highest initial prices paid and the lowest, most re- 
cent, prices paid. 

Mrs. Grirrirus. Does it take into consideration the renegotiation on 
the contract ? 

Mr. Turrie. I think that perhaps a Department of Defense person 
might be in a better position to answer that one, Madam. 

Mrs. GrurFiTus. Piank you very much. I just wondered, that was 
all, 

Mr. Liescoms. Mr. Chairman ? 

Mr. Horrrrmetp. Mr. Lipscomb. 

Mr. Liescoms. What is tnis report that Mr. McCormack is reading 
from ? 

Mr. Houirterp. I really do not know. 

Mr. McCormack. Well, this is a report that I received from a staff 
member of my special subcommittee, based upon the records of the 
General Services Administration, which have been confirmed, so far as 
{can ask, by the witness who just testified. This is the report. That 
was put into the hearings in the executive session. 

[ will offer the whole report now, if you want it. 

Mr. Houtrretp. Do we have it? 

Mr. BaLpwin. Yes; we have it. 

Mr. Lrescoms. When was this survey or sampling performed ? 

Mr. Tuomas. In the latter part of 1954, November and December. 
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Mr. Lirscoms. For what purpose was it made, this sampling? 

Mr. Tuomas. We have been asked from time to time, from some com- 
mittees also, so that we will know what is going on, since we do have 
the responsibility of supervision of the direction of sales, how sales are 
running, are they good or are they poor. 

Mr. Lipscoms. Do you use the information developed from such a 

sampling to correct the regulations that you issue, or instructions you 
give, to the Department of Defense? 

Mr. Tuomas. No; we have not, to date, because it has not been neces- 
sary. Our regulations are adequate to cover the point of property 
involved. 

Now we have, in addition to our regulations which spell out to 
agencies as to the disposition of prope rties, informational letters to go 
out to them covering spot bid sales, covering auctions, which is addi- 
tional information to our regulations. 

To answer another part of your question, that bears on it, is that the 
information that we got from this sampling—we have contacted each 
service and made our findings available to them, Army, Navy, and 
down the line, trying to w ork with them and through them to improve 
these sales offerings. 

Now time is such that there has not been too much improvement. 
However, we can see from the offerings that we are now getting on 
our second analysis of the offerings that are coming in, that some of 
them are improving. We would pull an offering “from Shelby Air 
Force Base, for instance under the old sampling we had, trying to pull 
the same ones from the same locations in the second go- round so that 
we will have some comparison so as to show whether there was an im- 
provement, working through the headquarters there in DOD. 

Mr. Liescoms. Did you discuss the criteria used with the Depart- 
ment of Defense? 

Mr. THomas. We made it available to them. Every one of our sur- 
vey records have been made available. 

Mr. Lirscoms. Now the General Services Administration conducts 
sales, too ? 

Mr. Tuomas. That is correct. 

Mr. Liescoms. Do you use the same criteria in evaluating your sales 
that you used in making this survey ¢ 

Mr. Tromas. As fur as analyses are concerned—I do not know 
whether we checked our sales or not. 

Mr. Tuttrie. No, as part of this 528-case survey, we did not furnish 
GSA, merely Department of Defense offerings—— 

Mr. Lirscoms. No, but in developing the criteria for this sampling, 
were they the same criteria that you used in writing your own? 

Mr. Turrie. Yes, because it is the same regulation. We are bound 
by our own regulations the same as other agencies are. 

Mr. Lirscoms. In the present sampling that you are making, are 
you using the same criteria this year that you used last year, or have 
you changed those criteria ? 

Mr. Tuomas. We are using the same, so we will have a comparisou, 
plus the additional information as to the actual return on the sales, 
so we can get some idea as to the percentage of return, It was the 
first analysis being made. We did not include the return. It was 
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the offering we were after, to improve their offering to make it more 
attractive. 

Mr. Liescoms. And you say you have discussed this sampling with 
the different agencies in the Department of Defense? 

Mr. Tuomas. That is right, and that was arranged for by Mr. Pike’s 
office. Each of the services came. We sat down with them and gave 
them our records, 

I will also add that representatives of each of the services in the past 
few months have come to us in coordinating with us, asking for our 
assistance based upon our experience in this field. 

Mr. Lirscoms. So, if they follow or observe the findings that you 
made in 1954, your present sampling report should turn out better? 

Mr. Tuomas. That is correct. 

Mr. Houtrievp. Did you issue regulations at that time which would 
cause them to improve the offerings ¢ 

Mr. Tuomas. No, our regulations were already issued. However, 
through the Department of Defense, we issued a circular which car- 
ried our instructions beyond on our regulations and descriptions, to 
improve descriptions, and our regulations, being as broad as they are, 
I think adequately covers it and is adequate to cover any sales offering. 

We hope, in fact, we have seen several sale offerings lately that have 
come in from where we were taking samplings, from where we had 
previously taken samplings, which do show marked improvement; 
I mean, as far as description is concerned and so forth. 

However, by the same token, where we found them improved in 
one area, maybe the lotting went off, and they had too large a lot. 
However, that will come out in the analysis so that we can put them 
side by side and give a good comparison. 

Mr. Hourrtetp. What authority did you have in this instance? Did 
vou have the authority at that time to tell them to change their lot- 
tings, to change their descriptions, their sales conditions and so forth? 
Do you have that basic authority ? 

Mr. Tuomas. They are operating on a delegation, of course. How- 
ever, under the authority that we have in the act, the supervising and 
directing, using that personally myself and working with the Depart- 
nent of Defense, we asked them to make these improvements, which 
they are endeavoring to do. 

Mr. Houirtetp. Did you make this a matter of a formal recommenda- 
tion, a written recommendation on your part ? 

Mr. Tuomas. Yes, sir, we did. 

Mr. Horirretp. Did you receive a formal reply from them ? 

Mr. Tuomas. We have had no formal letter or reply. 

Mr. Horrrrecp. When did you send the letter ? 

Mr. Tuomas. Soon after the survey was completed, Mr. Chairman. 

Mr. Howirretp. Wasn’t this in the nature of correspondence? 

Mr. Tuomas. Yes. 

Mr. Houirmxp. Or was it in the nature of a promulgated regulation ? 

Mr. Tuomas. No, in the nature of correspondence, based upon the 
regulations that were out. 

Mr. Hotwrre.p. That was shortly after the end of 1954? 

Mr. Tuomas. That is correct. 

I will be glad to furnish that if you will like it, sir ? 

Mr. Houirtep. Did you get any letter in reply to that? 
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Mr. Toomas. We have received no letter of reply. 

Mr. Hoxirretp. Have they had time to reply to you? 

Mr. Tuomas. Well, they have, yes, sir. 

Mr. Houtrtevp. So, have you gone any further into checking as to 
why they have not replied ¢ 

Mr. Tuomas. Well, they came over to GSA because of the letter that 
we sent over. However, they have been coordinating with us and 
working with us to improve it through their services. 

I would have to take a look at the letter, sir, so far as a formal reply 
to the request is concerned. However, they did, as soon as receiving 
the letter, make arrangements for the services to come over and sit 
down with us so that we could make all these figures and everything 
available to them. 

Mr. Hovirrevp. But you cannot tell this committee this morning 
that they have complied with your request to your knowledge? 

Mr. Turrie. Let me say something here. 

Mr. Chairman, the letter was advice to the Department of Defense 
that we had made a survey based upon certain criteria and that some 
of the results were most interesting, and recommended that we get 
together. Now that was done. 

There are a number of things that you will find in the survey, and 
that we found in this particular survey, that a piece of paper or a 
change in a regulation just will not accomplish. 

Perhaps one example might help. A disposal officer is selling 
some B-26 wings—the B-26 has no commercial value. I think the 
CAA has one licensed experimentally. Therefore, when the military 
has complete wing panels to be disposed of, and the disposal officer 
lists those as separate lots with full descriptions taking up several 
pages, that is an indication that someone does not have any idea of 
the market value, or the lack of market value, of a certain type of 
property. That could have been sold on a lot basis, describing it as 
wing panels of such aluminum content. It is things like that that 
are difficult 

Mr. Houtrrerp. All right, let’s carry right through on that. You 
recommended to them that in place of consuming sheets of paper such 
as we have before us on this offering here, that on that item they lump 
them all together in one lot and describe it and sell it on the basis of 
its value on the market, which was scrap value of the metal in it. Is 
that right ? 

Mr. Torrie. That would be an example. 

Mr. Ho.irrevp. All right. Did they, subsequent to that recom- 
mendation of yours, indicate, either vocally or by letter, that they 
were going to do that ? 

Mr. Turrtr. We would say generally, Mr. Chairman, that this in 
formation that we passed on to them in discussion, the detailed dis- 
cussion on these sales offerings, one by one was welcomed by tlie 
military service representative, Army, Navy, and Air Force, and we 
have had indications since then that they have gone back and dis- 
seminated this information to the field. 

Mr. Houirtetp. All right, that is what I am getting to, now, the 
indications. 

You have had indications. We do not want any lengthy phrase 
ology this morning. We just want to know if you have checked upon 
it to find out if they have done what you suggested. 
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Mr. Turriz. We know in the case of the Air Force, that the Air 
Force Headquarters in Washington referring all of the poor exam- 
ples to Wright Field, AMC, for further work by the disposal staff 
at Wright Field, and we hope that some good will come out of it. 

Mr. Houtrretp. All right. Have you examined any subsequent offer- 
ings to find out if they are carrying into effect these recommendations 
that you have made? 

Mr. Turrie. Yes, sir. 

Mr. Houtrreip. And are they carrying them into effect ? 

Mr. Turrie. It is too early to tell, Mr, Chairman. It is just too 
early. 

Mr. Houirrevp. If you have examined some of the offerings, you 
ought to be able to tell those items complained about. 

Mr. Torrie. I think Mr. Thomas did indicate, and I subscribe to 
this, that we found some improvement in some of the offerings. But 
we are not prepared this morning, not having closed the door on this, 
the second survey, to say that the Air Force improved a certain per- 
cent, the Navy so much. 

Mr. Houirtetp. No; I am not asking that. I am trying to find out if 
there has been any followup on the part of the GSA to find out if their 
recommendations, which were made apparently in good faith and for 
the best interests of the Government, have been carried out by the 
military. 

Mr. Turrte. That there has been that followup, Mr. Chairman 

Mr. McCormack. Just a minute, now. You tried to find out from 
the military, from the Defense Department and from different 
branches which standards they used for upset purposes, didn’t you? 

Mr. Turrie. That is correct. 

Mr. McCormack. And you could not find out. You did not find 
out. I ask the question: Do you know what standards are used by 
them for upset purposes ? 

Mr. Thomas said: “No.” 

Do you remember that, Mr. Thomas ? 


Mr. THoMAs. They never gave us the answer. I have asked several times 


Is that correct ? 

Mr. TuHomas. That is correct. 

Mr. McCormack. Have you got the information yet ? 

Mr. Tuomas. We have not, sir. 

Mr. McCormack. How long ago did you ask for the information on 
the standards used for upset purposes by the Department of Defense ? 

Mr. Tuomas. We have had a man in the field in the last couple of 
weeks who has been to several of the sales. We again have asked at 
those sales how they establish their upset prices. The answer that 
we have received—and I now have the man to report it here in front 
of me—was that in one particular instance the man said, “Well, I have 
my own upset prices.” 

The next question we asked, “Who is the reviewing authority ?” 

Well, he is the reviewing authority. 

Mr. McCormack. What rank was that man usually? 

Mr. Tuomas. The rank of the uniformed officer? I would have to 
check on that. 
_ Mr. McCormack. I will not press that. Go ahead, you were say- 
ing that he was a reviewing officer. Do you want to go beyond that ? 





258 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Tuomas. Well, we have found and our experience that we have 
had in selling in the use of the upset prices, that there was always an 
independent authority that was organized for the reviewing of the 
upset prices so that we would not get a man who is setting the upset 
prices that the man who is reviewing the upset prices to be the same 
one. We need another opinion other than one, because you cannot 
very firmly say, “well, I am doing it right, because I am doing it.” |] 
mean, you just cannot say that. 

Mr. McCormack. When did you first seek information as to what 
the standards were in the Defense Department for upset prices ? 

Mr. Tuomas. At the time that we were able to get some addi- 
tional personnel and men out into the field, I would say, sometime in 
October and November of last year. 

Mr. McCormack. Last year, and you have not got the information 
yet ? 

" Mr. Tuomas. It has not been furnished to us by the services yet, 
sir. 

Mr. McCormack. It has been requested of them several times? 

Mr. Tuomas. That is correct, sir. 

Mr. McCormack. Now the very fact that 42 percent of the sales, on 
528 sales, involving an acquisition cost of about $125 million was bad, 
the money return certainly would be much less under those cases than 
if they were good ; wouldn’t they ? 

Mr. Tuomas. That is right. 

Mr. McCormack. Or even fair? 

Mr. Tuomas. Right. 

Mr. McCormack. Have you any opinion as to how much more the 
General Services might have been paid if they were conducting those 
sales? 

Mr. Tuomas. Well, I would say that it would have been appreciably 
more, sir. 

Mr. McCormack. Appreciably. Well, the gross average return for 
2 years has been about 7 percent, hasn’t it, roughly speaking—as a 
matter of fact, very accurately speaking ? 

Mr. Tuomas. That is about right, sir. 

Mr. McCormack. That is the gross average return, and, of course, 
that is not the net return, 

Mr. Tuomas. No, sir. 

Mr. McCormack. And you say the General Services, if they were 
conducting the same sales with the standards and criteria established 
in the General Services, they could get an appreciably greater return 
for the goods sold than has been received ? 

Mr. Tuomas. I feel that way. 

Mr. Rrentman. I would like to know—and I think probably, Mr. 
McCormack, that he is answering in the terms in which you have pre- 
sented your questions to him—if it isn’t simply that you have no other 
basis to come to that conclusion other than that you feel that the 
offerings were made in a way that would not attract the proper type of 
bidders, probably, for that type of equipment. Is that correct? 

Mr. Tuomas. Plus our own sales experience, 

Mr. Rreniman. And you feel that you have a better sales promo- 
tion program, and that the listings and presentation to the public 
of the material for sale would be much better, or however you want to 
say 1t—— 
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Mr. Tuomas. Offerings. 

Mr. Rirutman. Better offerings, so that they would attract other 
bidders, and that you would get a greater return. Is that what you 
are basing your answer on ? ' 

Mr. Tuomas. I base my answer on that, plus our experience that we 
have had in this. And, also, in GSA, we have gotten around 12 per- 
cent return on property, and most of that property was in very bad 
condition. 

Mr. Rreutman. I am not so sure that I am satisfied with that an- 
swer, because, has GSA actually sold surplus military property ? 

Mr. Tuomas. No, sir. 

Mr. Rreutman. Well, you have sold common-use items? 

Mr. Tuomas. That is right, but we have 

Mr. Rreutman. Well, of course, many, many instances have proven 
that you get a greater return on the acquisition cost of common-use 
items; is that not true ? 

Mr. Tuomas. That is true. However, we also conduct sales where 
we can, and where we have funds to do it, for other agencies who re- 
quested us to do it. We are conducting sales of special equipment up 
in our New York region for the Atomic Energy Commission at the 
present time, and we are doing it for Alaska Railroad, and we have 
performed sales for several other activities such as in the legislative 
branch. And, our returns on those have been very good. 

Mr. Horrrretp. What kind of materials? 

Mr. Rreutman. That is the thing I am driving at, what the chair- 
man suggested, what kind of materials were sold at those instances? 

Mr. THomas. As far as GSA was concerned ? 

Mr. Rreniman. Yes. 

Mr. Tuomas. Generally, the condition was very bad. The type of 
item, [I would say in most instances, was a common-use item, probably. 

(At this point Mr. Holifield left the committee room, and Mrs. Grif- 
fiths assumed the chair. ) 

Mr. Rrentman. That is the point I am trying to make, because I do 
not think it is fair, and I certainly am not taking any position for any 
of the departments in respect to this disposal program, to come to the 
conclusion that you, until you have tried it, can produce a greater re- 
turn for these items that the Defense Department has been disposing 
of until you have actually experienced it. I have had an opportunity 
to travel around a bit with this subcommittee and study these disposal 
programs, and there are many, many times when the percentage of 
return was very low, but after you have had an opportunity to ob- 
serve the materials that have been disposed of, you understand a great 
deal better the reason for this low return in terms of the acquisition 
costs, because it depends largely upon the materials that they are dis- 
posing of. 

Now I am not arguing with the point that the lists that are made up 

by the department to dispose of these items are not proper and will not 
attract the best type of bidder. That is another issue, and I think that 
is what we have been talking about this morning. 
_ However, to get into the discussion of actually having the General 
Services Administration sell items such as the Army, Navy, and the 
Air Force have been disposing of, I do not think it is fair to come to 
the conclusion that GSA would necessarily do as well or better, be- 
cause I do not think you have had that experience. 
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Mr. Tuomas. Well, we have had quite a bit of experience, I have per. 
sonally, with World War II, the surplus that generated out of that. 

Mr. Rrextman. We are not going back to World War II; we are 
talking about what is going on at the present time and what has gone 
on in the past 18 or 20 months or 24 months since we have been looking 
at this project. 

Mr. Tuomas. That is right, but I certainly would not offer good, 
usable parts for construction equipment, automotive equipment, on a 
poundage basis when that property could be sold as an end item. 

In other words, I would not offer it as junk, and these offerings indi- 
cate that those type offerings are going on right now. 

Mr. Rreuiman. That is exactly the point I am getting at. There is 
a difference between selling and offering, of course, but the result, if 
properly offered, would certainly be different in the return that you 
would get. However, I want to be fair with the department 

Mr. Tuomas. Absolutely ; that is right. 

Mr. Rieutman. Until GSA has actually disposed of some of the 
poeetn to say that you would get a greater percentage, you would 

ave to base it, of course, on statements that you have made, that you 
would offer it entirely differently and so forth, but you have not yet 
had that experience as far as the GSA is concerned. 

Mr. Tuomas. Since operating under Public Law 152. 

Mr. Tutte. Mr. Riehlman, I would like to make one point here, 
that GSA is not basing its convictions on merely a paper survey. It 
has had people out dealing with the military installations where the 
sales are made for some number of months. Secondly, an item may 
be a military item; it may be owned or in the custody of a military serv- 
ice, but it 1s a fully commercial item about which there is nothing 
mysterious or secret. 

As a matter of fact, it is when you get into your tactical items and 
your truly military equipment that your returns are away down, the 
point that you have made. 

However, what we are principally concerned with are the returns 
on many of these items that are commercial-type items, and our re- 
ports from our field people and the people we have working out of 
our central office, supplemented by surveys such as this, is what brings 
us to the conviction that 6 or 7 percent can be materially improved. 

We have in each of our 10 regional offices a nucleus of folks who 
have had a good deal of experience, going back to 1946, in the sale 
of surplus personal property. Actually, the property that is being 
generated today is not much different than that which was generated 
in the post-World War II period. In fact, much of the surplus tha' 
is being generated today was manufactured during the war. 

Mr. Lipscoms. Madam Chairman ? 

Mrs. Grirrirus. Yes, Mr. Lipscomb. 

Mr. Lirescoms. I would like to ask Mr. Balwan a question. 

Mr. Balwan, you said you had a copy for our records of a survey 
they made on the 528 sales. 

Mr. Batwan. We do have it. 

Mr. Lirscoms. Contained in that report, are there any written 
criteria that they use? 

Mr. Batwan. Yes, we have the criteria stated, the principal points 
use this criteria, for rating in the three categories on this sheet. This 
is an example of a Navy sale. They took a December 1954 sale, and 
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they matched it up against this check sheet to see what they could 
check as not meeting the requirements. Then on the overall rating 
and number of checks they have, they rated this one “fair.” 

Mr. Liescoms. That answers my question. Thank you. 

Mr. Bauwan. The other point that I wanted to make on this was 
that we had planned, the chairman had planned before he left, to ask 
the General Services Administration if they would bring up the 
background pepers for this study, because we are having the Depart- 
ment of the Army tomorrow, and if they could explain how they went 
about this by their actual background papers, the committee could 
see what was done to arrive at this poor showing or fair showing or 
good showing. 

Mr. Lipscoms. It is a good suggestion. 

Madam Chairman, are you going to make that request on behalf 
of Mr. Holifield ? 

Mrs. Grurrirus. Yes, if you like. 

Mr. Batwan. If you have no objection, I would like to request the 
(ieneral Services Administration to be prepared tomorrow morning to 
provide the background data for the study in the case of the Army. If 
you bring on your “good,” “fair,” and “poor” documents, before we put 
the Army on the stand, I would suggest to the chairman that we go over 
your study on this thing. 

Mr. Turrie. I would like to make a comment here. 

Mr. Batwan. I think the implication here is a close relationship, a 
close correlation, between a poor offering and a poor return. That has 
not been determined, as I understand. Is your study that you will 
follow up, you will make a study not only of the returns in general, but 
probably the relationship between a poor offering and the amount of 
return percentagewise ? 

Mr. Tuomas. That is correct. 

Mr. Batwan. So it is conceivable, just hypothetically speaking, that 
you can have a poor paper or document for offering, but the material 
is so good that the boys who watch this kind of stuff can spot a bargain, 
a no matter how badly you put this, they come in and bid high on the 
thing. 

Mr. THomas. That is brought about when they inspect the property 
that is for sale. 

Mr. McCormack. As a matter of fact, since February of last year, 
when they put out the regulation on the stock funds, where they de- 
clared them excess, the Defense Department has—if the Army deiteued 
something excess, and the Navy and the Air Force did not have an op- 
portunity of saying whether they could make use of it in their own de- 
partment, could they ? 

Mr. Tuomas. That is taken care of by the internal screening of 
MRD, the Navy, who acts as the central control for internal screening 
with the Department of Defense. 

Mr. McCormack. Apparently the Navy has a much better record 
than the Army and the Air Force on these 528 sales, a far better record, 
and there must be factors that enter into that. 

Mr. Tuomas. I am sure when the Navy gets up, they will explain it 
is Internal screening that they supposedly do before it is offering for 
surplus, 
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Mr. McCormack. Now, when it was declared excess under the order 
of February, was it reported to the General Services ? 

Mr. Tuomas. Oh, yes; in a lot of cases it was. I would like to clea 
up that particular point there, that any ee which is reportable 
property in accordance with GSA regulations is reported to GSA. 

Now the stock-fund directive that you speak of, I believe, did not 
have any effect on that. They are still required under our GSA regu- 
lations, so far as excess and surplus are concerned, to report stock-fund 
property to us. 

Mr. McCormack. Suppose it was declared surplus property, would 
it go into miscellaneous receipts ¢ 

Mr. Tuomas. Would it go into miscellaneous receipts 4 

Mr. McCormack. Yes, sir. 

Mr. Tuomas. You would have to ask the Department of Defense that 
question, Mr. McCormack. I believe proceeds of sale of stock-fund 
surplus, as they have it set up under the regulation, goes back to the 
stock-fund account. 

Mr. McCormack. That does not have to be reappropriated ? 

Mr. Tuomas. It does not have to go to miscellaneous receipts, correct. 

Mr. McCormack. Well, if the GSA sells surplus property, it goes 
into miscellaneous receipts, doesn’t it ? 

Mr. Tuomas. Yes, sir; that is generally correct. 

Mr. Balwan, I would like to get back to this screening, if there are 
no other questions. 

Mr. Batwan. I think Mr. Riehlman had a question. 

Mrs. Grirrirus. Mr. Riehlman ? 

Mr. Rreuiman. The only question that I have—it is not a question, 
but it is something that I would like to call to the attention of the 
members of the committee. Some of them probably recognize it, 
and I am sure General Services does, if they study our report that 
was issued February 9, 1954, with respect to this surplus property 
matter. 

I would like to take this time, Madam Chairman, to read into the 
record again what our committee had to say about this merchandising 
program, and it is saying exactly what GSA has said in its analyses 
up to this time, as far as the merchandising is concerned. The GSA 
findings are not something that we hi ad not already discovered 
ourselves: 

(Excerpt from H. Rept. 1196, Surplus Military Property, pt. 1 
February 9, 1954:) 

The subcommittee observes that the military departments operate in unib- 
spired surplus-disposal program poorly designed to attract purchasers. 

sidding requirements described in sales catalogs are, in many instances, 
annoying and arbitrary. 

The services employ either a primitive type of advertising ingenuity or none 
at all. 

The subcommittee sees very little possibility of ever organizing attractive 
displays of merchandise in a junkyard, as was observed at many of the bases 
visited. 

Public convenience is given very little consideration. Procedures for inspec: 
tion of surplus property by the public, while not difficult, are uninyviting. Among 
the many obstacles are passes, escorts, and supervision while the public inspects 
property on military posts. 

The subcommittee concludes that the normally compelling commercial con- 
siderations of merchandising ingenuity to attract prospective purchasers ar 
almost totally overlooked. 

While the subcommittee is not in a position at the present time to make 4 
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sales methods or of adopting radically different methods, it feels that the very 
minimum that can be done is to take immediate corrective action with respect 
to the obvious shortcomings of the existing disposal system. 

Mr. Tuomas. And we have studied that report. 

Mr. Rieu~man. And this is a result of the recommendations and 
suggestions of the subcommittee, this sampling that you have made? 

Mr. Tuomas. Yes, plus the fact we will continue it even further. 

Mr. McCormack. Madam Chairman, in the executive session, my 
recollection is that the testimony was that by declaring property 
excess, they bypass reporting to the GSA. 

Mr. Turrie. Congressman, I believe that we were speaking of ex- 
change sale pr operty at that time. Is that not right? 

Mr. McCormack. That may be so. 

Mr. Turrte. That was where the problem of other services not 
vetting an opportunity to acquire property which one service proposes 
for disposal under the exchange sales procedure. 

Mr. McCormack. But then, on that, you were asked the reason for 
not reporting, but got no answer, is that correct? Is my recollection 
of the testimony correct ¢ 

Mr. Turrue. I think somebody brought up the specific example of 
the Navy offerings. 

Mr. McCormack. Of course, the record speaks for itself. And it 
is further testimony that the GSA has no way of knowing how much 
this is being done. 

Mr. Turtiz. That is correct. 

GSA has issued a new exchange sale regulation as of early April of 
1955. 

Mrs. Grirritus. To what effect ? 

Mr. Tutrrte. Which would (1) clarify the determination of what 
property is similar and (2) to ae e further restrictions on the types of 
property which can be handled under this special congressional 
authority. 

It eliminates the possibility of unused or new personal property 
being sold under the exchange sale. And it eliminates office furniture 
and other common supplies ‘bei ing handled under that procedure. 

Mrs. Grirrirus. Do any of you have any further questions! 

Mr. McCormack. Not just yet. 

Mrs. GrirFirHs. Shall we proceed then é 

Mr. Batwan. May I make a comment at this point, Madam Chair- 
man ¢ 

Mrs. Grirritus. Yes. 

Mr, Bauwan. It was contemplated that the session this morning 
would be devoted to screening, and the GSA would come in on that. 
We are planning to call in the Departments of the Army, the Air 
Force, and the Navy to go over in det tail with them their procedures i in 
the actual disposal, as ¢ ontrasted with utilization and screening. 

If I may suggest, Madam Chairman, that the General Services Ad- 
ministration should be present at those hearings for discussion of the 
type that we are having here. 

Mrs. Grirrirns. I think that would be a good idea. 

Mr. Tutrie. Mr. Balwan, you requested certain information for 
your next meeting. The sales offerings by the Army which were 
screened in our first survey, the bad ones—excuse me, they were rated 
poor—were turned over to Army headquarters G-4 here in Wash- 

64721-5618 
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ington for work. We do not have them in our hands at the present 
time. 

Now either the Army people could bring them with them, or we can 
pick them up. 

Mrs. Grirrirus. Can you ask them if we can have those ? 

Mr. Turrrxz. Fine, I will be glad to do so. 

Mr. Batwan. There is one question on the exchange property. Is 
exchange property surplus property ? 

Mr. orn No, sir. 

Mr. Batwan. Is it excess property ? 

Mr. Turrie. No, sir. 

Mr. Bauwan. By what authority are they permitted to sell under 
the exchange provision? Is it anything that you people have to work 
with? 

Mr. Turrie. Yes, it is. Under section 201 (c) of the Federal Prop- 
erty Act, there is a provision that in acquiring new property, an 
agency may exchange its old property for new, or may sell the old 
and apply the proceeds in the acquisition of new similar items. GSA 
prescribes the regulations. 

Mr. Batwan. Does the Hoover Commission report at all, either in 
its task-force or Commission report. on the exchange property idea? 

Mr. Turriy. Yes, sir, they a I think it is the task-force report 
which indicated there ought to be lots of this, something to that effect. 

Mr. Batwan. That you ought to continue the exchange. 

Mr. Tuomas. It is in the task-force report, Mr. Balwan. 

Mr. Batwan. And the Commission did not mention that. That is 
all the questions I have on that. 

Mrs. Grirrirus. Will you proceed, then, with your testimony ? 


Mr. Turrix. This is back on the governmentwide utilization screen- 
‘ 
r. THomas. Pardon me a minute. 
Mrs. Grirrirus. Yes. 
Mr. Tuomas. I think Mr, Tuttle closed at the point where the 
amount of poenetty that had been reported to GSA, about 25 percent 
J 


of that the Department of Defense generates. 

I would like to say that in the first 6 months of operation that has 
climbed up, and more of Department of Defense property is being re- 
ported so that we are getting about a third of it now instead of—that 
is for 1955, the first 6 months of 1955. 

Mr. Batwan. How much of this one-third of the Department of 
Defense property which gets to you for screening do you get further 
utilization of? In other words, how much more utilization can you 
squeeze out of that one-third which the Defense Department could 
not use ? 

Mr. Turrie. Mr. Balwan, it is a question of how much could we, or 
how much can we-—— 

Mr. Batwan. How much have you been doing ¢ 

Mr. Turrie. In very recent months for al] reportable excesses, we 
have been running about 16 percent of the total acquisition cost of the 
property on which we act. 

Mr. Batwan. In other words, out of this other 3314 percent of prop- 
erty which DOD reports to you, you get 16 percent of that, or about 
one-sixth of the one-third, or you utilize about one-eighteenth of the 
total military property you get utilization on? 
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Mr. Turrie. Well, those percentages were a little too fast for me. 
But, nevertheless, of all reportable property, and I would say this 
would probably run for the Department of Defense property as well, 
we are currently running about 16 percent utilization. It has been 
higher. The important factor there is one of the number of utiliza- 
tion people we can put on the job. 

Mr. Batwan. How many do you have? 

Mr. Turrie. We have a total, nationwide, of about 82. That in- 
cludes clerical people. 

Mr. Batwan. Eighty-two? 

Mr. Turrix. That is correct. 

Mr. Batwan. How long have you had 82? I mean, is this a figure 
that is fairly static for the past 5 years? 

Mr. Turrie. I would like to give you our program cost. That will 
give you, I think 

Mr. Batwan. Am [I interfering with your presentation? Could this 
come out better in your presentation ¢ 

Mr. Turrie. One place is as good as another. 

Mr. Tuomas. That is all right. 

Mr. Turrie. In 1952 GSA had received $142 million worth of excess 
reported. It achieved utilization on $36 million worth. 

In 1953 the total excess reported jumped up to $335 million. GSA 
achieved utilization on $38.6 million. 

In 1954 the excess volume continued to climb. It almost doubled. 
It got to $633 million reportable excess. GSA obtained $57.5 million 
of utilization, and in the current year, which is not quité over, it is 
estimated the total volume reported will be $736 million, and we esti- 
mate the utilization will be somewhere around $60 million. 

Mr. Batwan. You are talking about utilization on military prop- 
erty reported to you ? 

Mr. Turrix. No, my figures are for all executive agencies report- 
ing excess to GSA. However, obviously, a large proportion of that 
is the Department of Defense excess. 

Mr. Batwan. Might it be as high as 90 percent of that total figure ? 

Mr. Tuomas, Or higher. 

Mr. Batwan. Or higher. 

Mr. Turrir. Now as to your question of cost, in 1952, where we had 
$142 million to deal with, our program cost was roughly $500,000, 
nationwide. It contmued at this same level through 1953 and 1954. 
We are operating in the current year with about $550,000. There- 
fore, you can say that our administrative costs have been just about 
static in a 4-year period, whereas utilization has gone up each year. 

Mr. Banwan. Put it this way, how much dollar return in increased 
utilization are you getting for the dollar of expenditure appropria- 
tions ¢ 

Mr. Turrie. In the fiscal year 1954, the ratio would be roughly for 
every dollar of cost, for every dollar expended by GSA—we have 
obtained utilization on $120 worth of material. 

Mr. Batwan. On pages 4 and 5 of your report on utilization and 
excess of disposable surplus property, which the committee has been 
provided with, I would like to call the members’ attention to the 
amount. of effort devoted by the GSA to utilization at this time. 

On page 4, it can be seen that the total amount of personal property 
reported to GSA, which is increasing in fiscal years 1952, 1953, 1954— 
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this is not a proportionate scale—you can see that in the fourth quarter 
of 1952 the column reads: $160 million of personal property reported 
to GSA. 

In the fourth quarter, it is $593.8 million reported to GSA. 

Mr. McCormack. The fourth quarter of 1954. 

Mr. Barwan. Of 1954. 

Mr. McCormack. Yes. 

Mr. Batwan. Let’s take the third quarter of 1952. The GSA uti- 
lized $15.2 million worth of property out of $25 million reported to 
them. 

Mrs. Grirrirus. In 1952? 

Mr. Batwan. In the third quarter of 1952. 

Mrs, GrirriruHs. This is in the third quarter of 1952. 

Mr. Batwan. And of the amount reported, $15 million was utilized 
by them. They got further utilization by transferring within a depart- 
ment before it was declared excess. 

In fiscal 1954, take the fourth quarter, you have GSA getting fur- 
ther utilization on about $14.9 million. That amount, $14.9 million, 
roughly the same as the third quarter for fiscal 1952, One is $15.2 
million and one is $14.9 million. But, in those same quarters, on the 
amount reported to GSA, we have a difference between the $105.4 
million and the $593.8 million. 

In other words, the amount reported to GSA has increased by 6 
times, and GSA is reporting utilization on about the same amount. 

Mr. Torrie. Dollarwise. 

Mr. Batwan. Dollarwise. 

Mr. Turrie. There is something wrong there, Mr. Balwan, because 
GSA/’s, if you look at these things in terms of fiscal years, the total 
utilization achieved in the fiscal year 1954 is the sum of those four. 

Mr. Batwan. Right. That would be roughly $73 million, 

Mr. THomas. $73.8 million. 

Mr. Batwan. $73 million utilization out of transfer, out of $478 
million reported to you. 

And you had in 1952 $43 million out of $75 million reported to you. 
In other words, you are having 

Mr. Turrie. Excuse me. That is right, out of $75 million. 

Mr. Batwan. So you are having, percentagewise, a much higher 
vtilization in fisca] 1952 than you are having now. 

My own question is, Is your rate of increase in staff keeping up for 
utilization purposes with the rate of increase of property that is gen- 
erated and reported to you ? 

Mr. Tuomas. No, sir. 

Mr. Torrie. Not at all, Mr. Balwan. 

Mr. Bauwan. And you reported that you can get about $100 worth 
of utilization for every dollar you spend. 

Mr. Turrie. That is correct. That kind of a presentation has been 
part of our budget presentations for several years, and the point of 
diminishing returns on this thing has not been reached by any means. 
Ifowever, we do not rely on a routine circularization to obtain utiliza- 
tion, and we found that the most productive method is this direct 
personal contact that we mentioned earlier. 

You need people to do that, and when you have a certain num 
ber of people mining an ore, there is a limit to how much they can 
get out of it. The productivity of our static staff has increased # 








uarter 


sorted 


A uti- 
ted to 


lized 
ppart- 


x fur- 
illion, 

$159 
yn the 
5105.4 


by 6 
int. 


CAUSE 


- total 


ur, 


$478 


D you. 


igher 


ip for 
3 gen- 


worth 


; been 
int of 
1eans. 
iliza- 
lirect 


num- 
y can 
sed a 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 267 


couple of times in the last 3 years, but that limit for those people is 
just about reached—in fact—— 

Mr. Batwan. How big a staff would you say you would need to 
process $470 million worth of eo being reported to GSA, roughly 
a half a billion dollars’ worth 

Mr. Turrie. Well, sir, for fiscal year 1956, we are estimating that 
we can get 20 percent overall utilization with a staff costing about 
¢750,000. That is only $200,000, plus, over the current year. 

We feel with that additional money 

Mr. Batwan. How many man-years would you get for that ? 

Mr. TutTrie. That would be 143 man-years. 

Mr. Batwan. Additional man-years ? 

Mr. Turrie. Not additional; that would be total. It would be the 
difference between 80-some people and 140. 

Mr, Batwan. This property has increased by six times, and you 
think that by a 25 percent increase in your appropriation you can 
handle that ? 

Mr. Tuomas. Yes, sir. 

Mr. Turrie. We feel we will be approaching full utilization. 

Mrs. Grirrirus. Full utilization, or 20 percent utilization? I 
thought you said 20 percent. 

Mr. Turrie. Well, Madam, there is a good deal of excess that is 
generated that there just is not any use for anywhere in the Govern- 
ment. It takes money to find that out sometimes. 

(At this point Mr. Holifield returned to the committee room and 
resumed the chair.) 

Mr. Houtrterp. (presiding). Off the record. 

(Discussion off the record. ) 

Mr. Howitrrenp. On the record. 

Proceed, Mr. Tuttle, 

Mr. Batwan. Mr. Tuttle, have you indicated to us that you have 
asked for this additional amount of money to improve your utiliza- 
tion ¢ 

Mr. Turrie. Yes, sir; we have. 

Mr. Batwan. Is that coming in a supplemental appropriation re- 
quest ? 

Mr. Turrir. No, this is in our regular 1956 fiscal year appropria- 
tion request which has not been acted upon by the Congress. At the 
present moment that request has been forwarded for a joint conference 
action, 

Mr. Batwan. Was your original request approved by the Bureau 
of the Budget ? 

Mr. Turrie. Substantially so. 

Mr. Batwan. Was it increased ? 

Mr. Turrie. No, sir; it was not increased, there was some cut. 

Mr. Houtrrerp. Then why haven’t you requested more? You have 
a job todo here. And this act here, if I may read it to you, some parts 
of it apparently may have escaped your attention lately. It says: 

Except as otherwise provided in this section, the Administrator shall have 
supervision and direction over the disposition of surplus property. Such 
property shall be disposed of to such extent, at such time, in such areas, by such 


agencies, at such terms and conditions, and in such manner as may be pre- 
seribed in or pursuant to this Act. 
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That was section 203 (a). And in section 203 (c) it says: 

Any executive agency designated or authorized by the Administrator to dis. 
pose of surplus property may do so by sale, exchange, lease, permit, or transfer, 
for cash, credit, or other property, with or without warranty, and upon such 
other terms and conditions as the Administrator deems proper * * * 

Now, does that, or does that not, give you authority, statutory 
authority, in the field of surplus property ? 

Mr. Torrie. Very definitely it does, Mr. Chairman. 

Mr. Hovtrtexp. kaa if you are not doing your job, which the eyvi- 
dence seems to show you are not, because you have not asked for enough 
money to get enough help to do it, why hasn’t your organization asked 
for enough money / 

Mr. Turrix. Mr. Chairman, my response to Mr. Balwan was in 
terms of this excess screening cost only. It had nothing to do with 
surplus property. 

Mr. Ho iriexp. It has to do with the screening of surplus property; 
doesn’t it ? 

Mr. Turrize. We make a distinction. We try to find further use 
for excess. One, it is surplus, and then it is a disposal matter. 

Mr. Ho.irtevp. Well, whether it is utilization or disposal, it still 
depends upon the functions of your agency ; does it not ? 

Mr. Turrie. Very definitely. And my point is- 

Mr. Hottrretp. And if you show $120 worth of utilization to every 
dollar spent, and the charts here show that your percentage of utiliza- 
tion has in no way kept pace with the declaration to you, it would 
seem that you are not asking for the help to get the job done of 
utilization prior to disposal as well as disposal. 

Mr. McCormack. Mr, Chairman, we are practical men. There is 
the Bureau of the Budget, and you know of the things that may have 
been done’ by various agencies. An agency may ask for more, and 
it may be cut down when it goes along the line. 

Mr. Houtrieip. That may be so. If you asked for the money to do 
the job, and it was denied you by the Budget, then the Administrator 
of General Services, as far as I am concerned, has gone as far as he 
can go. If he has not asked for the money to do the job, then in my 
mind he has been lax in not asking for enough money to do the jo 
that Congress delegated to him to do. 

Mr. McCormack. If he asked for the money to do the job, Mr. 
Chairman. I agree with you theoretically, but then we come into 
the practical side. He might ask for the money to do the job, but 
when it does not come, he is bound by the budget sent up, so he is in 
a rather poor position. 

Mr. Hottrtetp. That is true, but I am going in back of it in asking 
him if he asked for the money. If he did, he discharged his respon- 
sibility under the act. If he did not, in my mind, he didn’t. 

Mr. Torrie. Mr. Chairman, we would be glad to furnish figures 
on what we asked for. 

I would make this general statement: That in the utilization, the 
excess program, in the last 3 years we have asked for money enough 
to do an adequate job, and it has not been forthcoming. 

Mr. Hottrtevp. That is the testimony I wanted before this com- 
mittee. That is just the answer I wanted to get. If you have asked 
for it, you have certainly discharged your responsibility. 
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Mr. Torrie. We have asked for it. 

Mr. McCormack. For example, we know the Defense Department 
isasking for money to keep the Army strong, but 

Mr. Horirtetp. Surely. But, will you supply this committee with 
the figures you asked for over the last 5 years, and what the action 
of the Bureau of the Budget has been on your request ? 

Will you supply those figures to the committee ? 


Funds requested and appropriated for personal property—tUtilization and dis- 
posal program, Federal Supply Service, General Services Administration 


Agency’s orig- 


inal request | 


to Budget 
Bureau 
(forecast) 


Ultimate 

Bureau of Appropria 
Budget tion 

approval 





1952 dbbdaddudive cutee : Sioned id $920, 000 


$575, 924 $513, 000 


1953 ‘ ‘i sa 871, 195 616, 000 504, 200 
1954 ? 1, 165, 000 497, 900 497, 900 
1955... Lapedudoueieiatdeebas ‘ ; | 827, 900 546, 700 589, 800 
1956. éaacpadee errr —n = iaage 1, 119, 000 847, 800 | 804, 800 
1957_. “ Seats deh ngeeletiaa tide heal wtlsdunbe i 2, 444, 000 ja ne 


| 


Note.—Executive agencies begin work in February and forward to the Budget Bureau in April or May 
of each year the initial budget request (forecast) for 2 fiscal years hence. 

Mr. Kennepy. May I make accmment at this time? 

There is a step beyond the Bureau of the Budget, or a step beyond, 
also, the Administrator’s responsibility. I think we would be remiss 
if we were omitted this time. We have never been in a position to 
know exactly what was going to be declared to us by the Department 
of Defense next year. So, we have then been in a position of only 
guessing. 

Then, when you come to the Administrator to say that, “Well, we 
have received $100 million last year; if the Department of Defense 
continues, we may get $100 million next year.” We have no assur- 
ances. We may get $200 million next year. 

Then, when you go to the Bureau of the Budget and ask them, they 
say, “Well, what did you get last year?” 

You say, “$100 million.” You are more likely to get just that figure 
in your estimate again, and you have no commitment from the Depart- 
ment of Defense, because they do not know themselves, and we have 
no information to act on. 

So, we do not feel that we have been remiss in concerning the same 
staff because we cannot go on anything but a projected estimate. 

Mr. Hottrrevp. Well, the only answer I would have to that, and I 
recognize the logic of your statement, is that, if I have the proper chart 
before me, there has been a constant accelerating on a very level in- 
crease from 1952 up until 1954, going from $86 million in the first quar- 
ter of 1952 up to $593 million in the last quarter of 1954. 

And the line on the table which you furnished us seems to go at a 
fairly level increasing declaration. Therefore, it seems to me that you 
have some means of estimating besides the conferences that you might 
have as to the Defense Department’s intentions and their program, it 
certainly cannot be abruptly shut off or changed too abruptly in view 
of past history here. 
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Therefore, it would seem to me that in addition to conferences with 
them as to the extent of their declarations of excess, why you would be 
able to also estimate that you would need an increase in ia 

Mr. Kennepy. The chairman’s perception is far more acute than we 
have met at some of the intermediate levels. And, what we are looking 
to here is an accomplished fact after the year is over. Until the year 
is over, we did not know whether the next one would go higher or 
whether it would go lower. 

Mr. Hoxtrreip. Well, we will take the matter up with the military 
to find out how they are projecting their program, and if they can give 
us any information as to how they are projecting their program, if 
they do have any long-range planning, we will be glad to make that 
information available to the GSA for them to consider in estimating 
their need for employees in the coming fiscal years. 

Mr. Kennepy. Thank you very much for that contribution. 

Mr. Tuomas. We have asked for that information from the Depart- 
ment of Defense formally. 

Mr. Kennepy. I am sure that the chairman’s request will add in- 
petus that has been lacking in our formal inquiry. 

Mr. McCormack. A little while ago I asked a question about not re- 
porting to the Defense Department, and you stated, Mr. Thomas, that 
it was in connection with exchange sale items that those questions took 
place. 

Mr. Tuomas. That is right. 

Mr. McCormack. I went back to the original testimony, and I found 
that my question was: 


Prior to that, they were declaring them excess rather than surplus? 


Do you get the idea they were declaring the stock fund items excess 
instead of surplus? If they declared them surplus, then they had to go 
to General Services, and General Services explored other agencies to 
see if they had any use for the property declared surplus. If not, then 
it got down to the donable property level. Is that correct, Mr. 
Thomas ¢ 

Mr. Tuomas. That is correct. 

Mr. McCormack. On the editing of the transcript, I find that the 
question, as edited—not by me, but it is perfectly all right. I want no 
one to make a mistake. Under oath I would expect testimony to stay 
as it is. Of course, I recognize that witnesses might make an honest 
mistake, and they should correct it, if they are looking over the tran- 
script, because here you are talking extemporaneously, you are relying 
upon judgment, and we are all prone to make mistakes under those cir- 
cumstances. 

My question was changed: 

Prior to that, they were declaring them “exchange sale items” * * * rather 
than “excess.” 

The rest went along on that theory. I simply wanted the record 
to show that my recollection of the executive session testimony was 
correct. I have no objection to the corrections made in editing by 
someone. But I would not want the record to show that I had asked 
a question before upon an entirely erroneous assumption. 

Mr. Ho.trterp. Mr. Balwan, will you proceed to question him on 
the 120-day—— 
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Mr. Batwan. What recent efforts, if any, has General Services made 
to improve utilization by screening before Government property be- 
comes surplus ? 

Mr. Tutte. The most significant one is the agreement with the 
Department of Defense, dated January of 1955, whereby the concur- 
rent aspect of the governmentwide screening procedure was knocked 
out, and we returned to a firm inventory basis of offering excess to 
other agencies of the Government. 

Mr. Bauwan. I do not think that means much to the people here. 

Mr. Turrite. I was going to explain the difference between what 
we are doing today and what we did a few months ago in finishing 
up this little statement here, in the hopes that then there would be a 
fairly clear picture of this governmentwide screening procedure. 

Mr. Batwan. Will you explain then how you expected your plan 
to be improved by this recent regulation or this recent agreement of 
January 21, 1955? 

Mr. Turtrie. Yes, sir. 

In order to do that, I believe it would be best, .1 a few words, to 
explain the concurrent screening agreement which was in effect dur- 
ing most of the calendar year 1954. Under that arrangement with 
the Defense Department, the Department of Defense property would 
be screened within the three military departments at the same time 
that GSA was offering it to the civilian agencies. 

Mr. Batwan. That was the concurrent plan ¢ 

Mr. Turrie. That was a concurrent plan, and ran on a trial agree- 
ment by an agreement between Mr. Pike and Mr. Mansure. 

Mr. Bauwan. Under the concurrent plan, whereby the GSA was 
screening its civilian agencies at the same time that the military was 
screening its, does that mean that the civilian agencies would claim 
any military property during that concurrent period ? 

Mr. Tuttte. No, it could not, not until it had been determined that 
no part of the Department of Defense needed the property. 

Mr. Batwan. So, in effect, it was not concurrent in the progressive— 
in other words, even after being under this concurrent plan, the mili- 
tary departments had the obligation of screening first, and if no one 
else in the military departments needed it, then you people screened 
it with the military departments and asked them, or was it that they 
were eligible at that time to demand that property ? 

Mr. Turrix. Actually, the paper started out at the same time, both 
within the Department of Defense and by GSA to other agencies. 
A 90-day period was given to GSA for this paper that it received. 

Now for the first 55 days of that 90-day period, generally, the mili- 
tary had, let us say, the first priority on that excess. 

Mr. Batwan. What good did it do your people to have that 55 
days? 

Mr. Turrie. It turns out, Mr. Balwan, very little. The advance 
notice was very little help to us. It was similar to a man going into 
a hardware store, picking up an item off of a counter and saying, “I 
would like to have this item,” and then the clerk saying, “Well, you 
come back in a few weeks and I will let you know whether I can sell 
it to you.” 

That is why we eliminated in January of this year that concurrent 
aspect, so that the Department of Defense, like other executive agen- 
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cies, reports excess to GSA only when it is truly excess to the whole 
agency. 

Mr. Batwan. To the Department of Defense. 

Mr. Turrie. That is right. Then, when we offer it to Agriculture. 
Commerce, and other agencies, we can say, if you want this, you can 
have it. 

Mr. Batwan. Is that in progress now ? 

Mr. Turriz. That is in operation, generally in pente now. 

Mr. Batwan. Is that based on that agreement of January 1? 

Mr. Turrie. Correct. 

Mr. Batwan. And you are certain that now that procedure is being 
followed, and you are satisfied that that is now satisfactory ? 

Mr. Turrie. That is correct. The concurrent type of paper was 
cut off in February, so that our regional offices no longer were running 
this thing simultaneously. 

Mr. McCormack. Answer me this, why wasn’t that experiment a 
pretty good idea? Now I can see where the Defense Department wants 
to have, naturally, if they declare anything excess, surplus, their own 
other branches of the services to have the first opportunity to say if it 
is usable. That is only fair. And then, at the same time, notifying 
the GSA so that they could let other agencies know, so that they could 
step in where none of the branches of the Armed Services wanted it. 
Then they could say, “Well, we could use that property,” and why 
wouldn’t that expedite the opportunity of sale ? 

Now, I am just wondering now. 

Mr. Tourrix. Mr. MtCormack, I think the answer is this. 

One, the Department of Defense is still doing, under this new ar- 
rangement, just as much internal screening as they did under the con- 
current system. ‘The services are given just as much chance to obtain 
excess property. The difference is that GSA, under the concurrent 
system, the previous one, only had 35 days in which to really sell 
property, sell utilization to the other agencies of the Government. 

And, you just cannot do a utilization screening job in a 35-day pe- 
riod. ‘Therefore, the difference is that now GSA has a 90-day period 
in which to work with its customers in other parts of the Government. 
This 90 days is a considerably less period of time than has been used 
in 1952-53. It isa very much speeded-up operation. 

Mr. Houtrte.p. Let me see if I understand you. At the present time 
God epentannns of Defense has 45 days in which to screen. Is that 
right ¢ 

r. Tuomas. They use a 45-day period before they release it as 
excess, within. 

Mr. Ho.irteip. Then it is released as excess to the GSA, and how 
long do you have? 

Mr. Tuomas. 90 days. 

Mr. Houtrtevp. That is 135 days for a certain lot of merchandise, 
then ; isn’t it ? 

Mr. Tuomas. That is correct. 

Mr. Ho.irrevp. Now at the end of that time, assuming it has not 
been utilized, it is offered for sale as surplus? 

Mr. Tuomas. Right. 

Mr. Houtrtetp. By the owning agency. 

Mr. Tuomas. Or donated. That is correct. 
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Mr. Hourrretp. Or donated. Now how much time actually occurs 
het ween this method and the concurrent method in disposal ? 

Mr. Turrie. Very little, Mr. Chairman. There is this difference, 
we do not require the Department of Defense to take only 45 days with 
its internal screening. They can stretch that figure to wherever they 
want to. 

I think that their policy generally still is to give 45 days to the in- 
ternal screening before reporting it to GSA. 

Mr. Batwan. Would that be under pressure of their clean-sweep 
program to clean up their warehouses as fast as possible? That is set 
by them; isn’t that right? 

“Mr. Turrie. That was the principal reason for setting up the con- 
current screening procedure. It was at the request of the Department 
of Defense on the theory that their warehouses were bulging. 

Mr. Batwan. Your requirement upon them is not that they give 45 
days 4 

Mr. Turtie. No, sir, we have nothing to do with that. 

[ would like to add this one thing, in answer to the Chairman’s ques- 
tion. The 90-plus-45 days adds to 135 days. Now under the concur- 
rent arrangement, you might say that the total was 90 days. Yet, I 
say, that generally, the overall time is no greater today than previously. 
The reason I say that is the GSA regions under the new plan still 
propose to be in a position to return some reports of excess that 
are received from the Department of Defense almost immediately 
upon receipt. This is something that we could not do under the con- 
current plan. Once the report got into the machinery in the concurrent 
plan, it went through the 90 days. It had to. 

Now we propose to give a quick turn around to items which our 
experienced folks in the field realize just are not worth any effort at all. 

Mr. Hoxtrretp. So it is entirely possible, at the end of the 45-day 
period, that donable or salable goods could be either donated or sold 
within the next few days? 

a Tuomas. The next day it might come back out of the regional 
office. 

Mr. Hottrtetp. In other words, if you got a claim on it? 

Mr. Tuomas, That is right. 

Mr. Hourrretp. And the average of this system, then, would be that 
when they did claim it, you would know the goods were there to deliver 
ara: under the other system, the concurrent system, it was a tentative 
claiming ? 

Mr. Tuomas. The civilian agencies might claim, for instance, a piece 
that has been declared excess by the Navy, and when they finally got to 
the point of obtaining delivery, they would find out that the Air 
Force had obtained that piece, using that as an illustration. 

Mr. Torrie. That is correct. 

Mr. Houtrtetp. So now, when it is declared, it immediately is avail- 
able, and you know you have the goods to deliver. 

Now, would you say that the present method then is actually moving 
the goods out as fast, or faster, than before? 

Mr. Tutrtsz. I would say, Mr. Chairman, that we have every hope, 
and we are convinced, that it will not slow down the movement of the 
goods out. But it is too early to tell you that statistically. 

Mr. Batwan. The agreement was signed on January 21. 





974 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Turrir. That is correct. 

Mr. Batwan. When was that to take effect 

Mr. Turrtx. The full effect of the agreement—a full implementation 
under the agreement was to take effect 120 days from January 21. 

Mr. Batwan. What form would you expect that to be? I mean, this 
implementation ? 

Mr. Turis. In the regular form, a formal DOD directive through 
the military departments who, in turn, could change their own regula- 
{ions so that ultimately the word would get down to the operators, 

Mr. Batwan. How about their own regulations now ? 

Mr. Turrie. Our own field people have to be advised when a change 
is made in the procedure, and that was done, I believe, Mr. Thomas, in 
February or March. 

Mr. Tuomas. In February. 

Mr. Turrie. In February. 

Mr. Batwan. Were any of your own regulations changed as a re- 
sult of the agreement ? 

Mr. Tuomas. Yes, sir. 

Mr. Torrie. Our own instructions were changed in February. 

Mr. Batwan. And you published the agreement then ? 

Mr. Turrie. It was published. 

Mr. Tuomas. It was published and sent to each field office. 

Mr. Houtrretp. That has been put into effect by the military. Have 
they signified their acceptance of this agreement ? 

Mr. 'THomas. Yes. They did that at first. 

Mr. Houirretp. What was the 120-day period, to put it into effect! 

Mr. Tuomas. The 120-day period was to put it into effect so that—— 

Mr. Houirretp. When was the date that that 120-day period was 
finished ¢ 

Mr. THomas. May 21. 

Mr. Howirretp. May 21, all right. 

Now, did you at that time receive any notification from the military 
that they had put it into effect, or did you expect such notification! 

Mr. Tuomas. Well, we expected a notification, but to date I do not 
believe the formal document has been issued by Mr. Pike’s office, or 
the Secretary’s office, amending the concurrent plan in changing over 
to this plan. 

Mr. Houirrevp. All right. Now, you testified that you have within 
your own establishment issued internal instructions. If this was 
agreed upon by the military, 120 days prior to May 21, was there an) 
reason why they withheld the issuance of directives and regulations 10 
their own establishment ? 

Mr. Tuomas. Well, I believe that they would be in a better position 
to answer that. 

Mr. Hourrietp. We will ask them that question, of course. 

Mr. ‘Tuomas. However, on an informal basis, a number of point: 
within the new agreement have been implemented, certainly, on an in- 
formal basis, 

Mr. Ho.irtevp. By the military ? 

Mr. Tuomas. By the military through the efforts of, mainly, the 
MRD, military screening group, working with us, and we have 
worked closely with them in connection with the procedure. But the 
formal document, as I said, to our knowledge has not been issued. 

Mr. Batwav. Is it of concern to you that it has not been published! 
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Mr. Tuomas. Yes, it is; because there is still the concurrent regula- 
tion outstanding. 

Mr. Houtrrexp. In other words, they are still operating in the mili- 
tary under the concurrent regulation except with a few exceptions; 
isthat right ? 

Mr. Tuomas. With exceptions. But the majority of them we have 
been, as I say, informally been able to te through the assist- 
ance of MRD and the Department of Defense. However, no formal 
issuance has been made to my knowledge. 

Mr. Batwan. Mr. Chairman, the staff has talked with the military 
people and with the GSA, together, and it will be pointed out when 
they take the stand that they have taken steps on many of these things. 

Mr. Houirienp, Now, if you have an additional statement to make, 
Mr. Tuttle? 

Mr. Tutrie. There was a little more, Mr. Chairman. 

Mr. Houirretp. Will you proceed ? 

Mr. Turtrie. We, I think, stopped at the place where GSA takes 
action on excess reports forwarded to the regional offices. We were 
using San Francisco as an example. 

GSA either makes phone calls, direct contacts, or extracts certain 
items and sends them to agencies that are known to have such require- 
ments. Or, as a third method of getting utilization, it prepares circu- 
lars of some of the items. 

Here is an example of a GSA circular. This one happens to have 
been issued in June by our Atlanta regional office. 

Mr. Batwan. Which office? 

Mr. Torrie. Our Atlanta regional office. It endeavors to give a full 
and adequate description of the property so that Federal agencies can 
determine whether or not the items would be of interest to them. 

The property for which utilization is not found under the present 
procedure, at the end of 90 days, is automatically released as surplus 
for disposal by the holding agencies. The regional offices of GSA do 
solicit the assistance of the central office on high dollar property, and 
on significant quantities of material beyond the capacity of a five-State 
area to absorb. That is a regular process. 

In addition, this San Francisco regional office, as a regular thing, 
approves all requests for donations submitted by the Health, Educa- 
tion, and Welfare Department. Health, Education, and Welfare is 
given a 10-day period within the 90-day period in which to take a 
quel look at this excess property just before it becomes surplus and 

‘SA makes those approvals or disapprovals. 

In addition, our men in the San Francisco regional office visit instal- 
lations, both civilian and military, within this five-State area to verify 
the condition of important excess that has been reported, and occasion- 
ally they will find nonreported items which are worthy of utilization 
and sometimes very worthwhile transfers of such property are 
effected. 

Mr. Batwan. What might be an example of that? Do you have 
any at your fingertips ? 

Mr. Turrtx. We have one. Our Denver regional man, not too 
long ago, visited a military installation in, I think, the Ogden area, 
and discovered that a large quantity of parachutes were being pro- 
gramed for sale. He knew of the Forest Service need for parachutes 
if they were at all usable. 








276 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


These particular chutes, it was told, were condemned as far as 
human use was concerned, but were very adequate for dropping cargo 
and parcels. So the Forest Service was contacted by GSA and asked 
for and were delighted to have approximately $600,000 worth of 
these chutes, which otherwise would have gone for sale somewhers 
around the scrap or salvage price. 

Mr. HouirieLtp. Now the GSA called that to the attention of the 
Air Force, you say ¢ 

Mr. Turrie. Right at the installation level ; that is correct. 

Mr. Hotiriztp. They had been screened by whom, did you say! 
I forgot who you said offered it. 

Mr. Torrie. [t was a military installation. 

Mr. Houirtecp. What was it, Army, Navy, or Air Force # 

Mr. Torrie. Air Force, 

Mr. Houirietp. The Air Force was offering this for sale ? 

Mr. Tutte. That is correct. 

Mr. Houtrreip. $600,000 worth of parachutes ? 

Mr. Torrie. Parachutes. 

Mr. Houtrrevp. Surplus ? 

Mr. Turtie. As surplus. 

Mr, Howirtecp. Had that been screened with the other departments! 

Mr. Turtie. No, sir, it had not. 

Mr. Horirietp. Why hadn’t it been? I thought they screened 
within their own organization. 

Mr. Turrie. Oh, with the other military departments? 

Mr. Houtrrevp. Yes. 

Mr. Tortie. I could not tell you whether any of this had local 
military screening or not, but it was not handled through GSA, not 
screened through GSA. 

Mr. Batwan. Wasita reportable item ? 

Mr. Turtix. It was considered a nonreportable item by that base. 

Mr. Batwan. I mean, was it optional with that base to determine 
what was reportable ? Do you have regulations which 

Mr. Torrie. The regulations provide that parachutes will be re- 
ported to GSA. However, they had classified these as salvage, and 
under GSA regulations salvage is not reportable. That is why they 
determine them to be not reportable. 

Mr. Ho.irteitp. Were they in a deteriorated condition ? 

Mr. Turtie. They could not have been too bad because the Forest 
Service was delighted to get them. 

Mr. HouirieLp. The Forest Service? 

Mr. Turrie. The Forest Service for actual aerial use. 

Mr. Hortrieip. Well, why would they be classified then as salvage 
or scrap if they were still usable ? 

Mr. Tutrie. Well, I would say that the Government should not be 
selling parachutes without some notification. If they are condemned 
for personal use, the public ought to know it. 

Nevertheless, we feel that these particular parachutes, despite the 
fact that they were condemned for human use, should have been re- 
ported up through the system to GSA. 

Mr. Ho.trtetp. Now had they been condemned for human use? 

Mr. Turrie. That is our understanding; they were condemned for 
personal use. 
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Mr. Hourrretp. And the Forest Service bought them to parachute 
their firefighters into fighting fires? 

Mr. Turrue. No, sir; not their fire fighters, their cargo to fight 
fires. Supplies. And normally in drops of that kind, Mr. Chairman, 
the chute ends up getting burned in the area and so forth. 

I do not know the details—I think the Air Force can tell you— 
but after a chute has reached a certain age or has been packed a cer- 
tain number of times, it is condemned for further use, which is ¢ 
regular thing. 

‘Mr. Howtrtevp. J see. 

Mr. BALWAN. Doesn’t the Air Force have any use for cargo chutes? 

Mr. Tuomas. I do not know. 

Mr. Honirretp. We will ask them that. Maybe they wanted to 
buy some new ones about that time. Maybe they had some unex- 
pended fund and June 30 was coming, possibly, about that time, and 
they needed to get rid of some of their funds. 

Any further questions on that ? 

Mr. Turrie. To finish up, GSA’s San Francisco region, like other 
GSA regions, also cross-checks the excess that is reported to it against 
its own GSA stores replenishment requisitions and against purchase 
orders submitted by other agencies to the GSA for new property. 
And, substitutions are made with excess, wherever possible. 

Mr. Tuomas. In addition, I would like to add there, that as an ex- 
auple, in this region that he is speaking of, I think it is Cheli Air 
Force Base, there was developed a large quantity of file guides. Now 
there was one other item. There were two items, file guides and 
paper clips. 

Because of the quantity involved, the report was brought to the 
attention of the central office with the thought in mind that they could 
be used across the Nation. And working with the Department of 
Defense, we extended the time on releasing that property as surplus. 

In other words, we held in the excess category. And we will fill 
all our GSA requirements and other agency requirements for these 
two items from that location. In the meantime, we have stopped pro- 
curement across the board. 

Therefore, there is that flexibility with the present 90-day screening 
period. 

Mr. Hourtrtetp. Was that a result of the military reporting the 
excess to you ¢ 

Mr. Tuomas. That is right. But that does not answer nation-wide, 
but it does answer as far as that their total inventory. We do not 
know whether that is the total inventory or not, but there was enough, 
by that report being developed, to let us go into these other facets of 
where property can be used and procurement can be stopped as the 
original act intended. 

Mr. Howtrrerp. One of the recommendations of the Hoover Com- 
mission was that screening, or declaration—let me get this right— 
that the screening of inventory on specific items be nationwide and 
their declaration made at the same general time here for sale. Would 
you say that that is a good idea? 

Mr. Tuomas. I think there is a possibility of that coming about. 
Itisa very, very fine thing if it can work. I believe it can. 

Mr. Hoxirrerp. In other words, that would give you a chance to 
know what excess or surplus of a particular item existed throughout 
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the Nation. It would actually be a spot check on that item and all in- 
ventory people at that time, both in civilian and military, if that was 
adopted. 

Mr. Tuomas. That is right, sir, and I think the example I used sup. 
ports that very recommendation—only by going further. I think it is 
a fine recommendation. 

Mr. Turrte. It appears to be a method by which you could match 
urchase requests against available inventory, which is the constant 
ugaboo in thie excess and utilization program. 

Mr. Ho.trtevp. In other words, if you can get a coordinated declara- 
tion of excess inventory, you then know how to offer it for utilization. 
Then after the offer for utilization occurs, you know how much you 
have, nationwide, and where it is located, to offer for surplus disposal. 

Mr. Tuomas. Yes, sir. 

Mr. Houirrevp. Of course, of any class—I am speaking of a partic- 
ular class. Of course, that would have to be limited to, you might say, 
important or major classes. You could not do that in minor items that 
are carried in small quantities, generally. 

Mr. Tuomas. No. That would walk pretty much hand in hand 
with our planning, and in which we proposed the new agreement with 
DOD, so far as those items were good, potential utilization items such 
as hand tools and hardware items, construction and so forth, because 
those are always continually needed items. 

Mr. Turriez. There is just one thing left in this statement. 

Mr. Houtrtevp. All right, proceed. 

Mr. Turrue. In closing, we would like to emphasize that the excess 
property of the Department of Defense plays an important role in the 
affairs of the civilian agencies of the Government under the Federal 
Property Act. 

Just as a few examples, hundreds of thousands of dollars’ worth of 
Navy radar equipment is now being used by the Weather Bureau of 
the Department of Commerce for vital tornado warning work. 

- r. Batwan. Is this something that you brought to the attention of 
anybody # 

r. Turrie. These are examples of utilization transfers arranged 
by GSA. 

An Army tug is now operated by a Federal penitentiary ; thousands 
of miles of military telephone wire has been put to work in the Far 
East by the Foreign Operations Administration; Air Force house 
trailers are currently occupied by Interior Department employees at 
isolated locations in Alaska; ex-Navy and Air Force aircraft includ- 
ing helicopters are being used by the Civil Aeronautics Administra- 
tion, the oak Service, Bureau of Reclamation, and National Ad- 
visory Committee for Aeronautics for research and development, fire- 
fighting and personnel transportation; ammonium nitrate generated 
by Army Ordnance has proven valuable to the Department of Agri- 
culture and the Foreign Operations Administration; District of 
Columbia Government, Army, Navy, and Air Force medical supplies 
and hospital equipment are helping to keep down the costs of the 
Veterans’ Administration programs; Army entrenching tools and 
Navy blankets are distributed to key locations by the Federal Civil 
Defense Administration; Air Force refrigeration units and Navy gen 
erators are continuing their useful life in the Pacific Trust Territories 
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under the Interior Department; special Army Ordnance parachutes 
carry supplies to Forest Service rangers and firefighters; these are just 
random samples of the contribution which is made by the Department 
of Defense excess property to some of the civilian agencies of the Gov- 
ernment. 

(Examples of utilization transfers reflected in the following :) 


Screening of excess by GSA among Federal agencies 


UTILIZATION UNDER NORMAL SCREENING 
{[Noneconcurrent methods] 





| 
Transferred | Reported ex- 
Fiscal year | for further cess acted 
| utilization upon 


Percent utili- 
zation 





eae | itl tall 
| 

1952... ‘i $36, 068, 431 | $95, 530, 893 

1953... Rdg ge Sa dat ie nc ae awa ony bad ameone ame daa 38, 605, 679 212, 328, 408 

1954...... ; . - | 56, 286, 230 335, 358, 155 

1955 (10 months) d ‘ 45, 706, 765 151, 715, 941 


T Obthisutk eceaettécehnonent andneduis eile ee | 176, 667,105 | 794, 933, 397 


UTILIZATION UNDER ARRANGEMENTS WITH DOD 


3, 345 $73, 892, 267 
Concurrent plan 21, 515 21, 515 


OU thie Ns on cahts He dbs dnb ttea tin athe phil inthe of , 860 | 73, 91 


3, 782 | 
| 
1955 (10 months): | 
Q plan... ‘ xe 5 2 ianacalicaha of 24, 7: 1, 986, 375 | 
Concurrent plan mA bias bidotes 3, 894,758 | 407,125,731 |-.----- 


TOR canteen pilidentik adel pale idcdaie can eeten is minpeldentan | 14,019, 49% 409, 112, 106 


Grand tot 1 (355 | 483, 025, 888 | 
| | 


'Q plan was also a concurrent screening arrangement. 


Source: Data taken from monthly GSA Summary Reports, all regions, FS-27 and FS-59, June 13, 1955. 


Mr. Horirreip. You are speaking now of $21 million worth of items 
out of the $600 million, which was used out of the 1954 declaration of 
$1,242,963,801 ? 

Mr. Turrie. Well, in 1954, utilization transfers aggregated $73.8 
million. 

Mr. Houirtetp. For the full year? 

Mr. Batwan. This $21 million is for the second quarter of fiscal 
i955, of which the total reported to you was $600 million. 

Mr. Turr.e. These were just random examples to show that it is not 
only the common-use type of thing that the GSA is interested in. 

Mr. Hoirtetp. Now, let me ask you this, do you send GSA men into 

military depots constantly to inspect the declarations of surplus by 
the military ? 
_Mr. Turrie. No, sir; it is not anywhere near as often as we would 
like to be able to do, and many military installations would like to 
see us come more frequently. But we have to come in on a spot basis. 
Oftentimes the reason has got to be verification of condition of some 
excess which had been reported to the GSA regional office. 

In the course of that visit, other things can be discussed and in- 
spection made. 

_ Mr. Hourrrevp. Is a GSA representative welcome when he comes 
into the depots, or is he resented by the military ? 

Mr. Turrie. I would say as a general rule that he is weleomed and 
'reated very cordially at the operating level. 

64721—56——19 
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Mr. Hoxirrexp. I realize that he does not have the authority to inter- 
fere with the military in their declaration of excess; does he have 
enough knowledge to call to their attention apparent excesses or sur- 
pluses of any one class in their depots ? 

Mr. Tutrie. This happens occasionally. Our folks, if we are send- 
ing in a GS-13 chief or specialist, I would say yes, that he is ina 
position to ask intelligent questions about large volumes of apparently 
el which does not appear to be in use. 

Mr. Ho.iFtetp. Of course, unless that had been considered by the 
military for declaration, the local depot manager would have no 
knowledge of its need to the Defense Department, would he? And 
even though it was a warehouse full of rope, let us say, and it looked 
like a tremendous amount of rope, it might not be surplus to the mili- 
tary’s needs unless that was under consideration at the time ? 

Mr. Tuomas. That is correct. 

Mr. Ho.irretp. Now, when your man goes in to inspect these mate- 
rials which have been declared surplus by the Defense Department, 
what conditions does he find these spots in 

Mr. Turrie. Do you mean when they have been determined excess 
and reported, or actually some place 

Mr. Ho.irretp. When they have been determined excess to the De- 
fense Department needs, what condition does your GSA man find the 
material in ? 

Mr. Turrie. Well, Mr. Holifield, it would range. Certainly there 
is a good deal of property that is in covered storage and ready for issue 
condition. Then it runs to the other extreme of outside storage and 
of property which is in scrap and salvage. 

Mr. Hotirtetp. All right. Have you found an occasion where 1 
delay in the declaration of excess by the Defense Department had 
occurred to the extent that the property was unusable ? 

Mr. Tutrte. Normally GSA, by its own regulation, would not have 
property which has reached the end of its useful life reported to it for 
screening. 

Mr. Horrrtevp. All right. I believe some 6 million rubber heels were 
reported to you recently by one of the defense departments? Is that 
not true? 

Mr. Tuomas. We have had quantities of rubber heels reported to us, 
but none in that quantity, sir. We know of their existence by our visi 
to certain field offices, and from information that we have been infor- 
mally given, that they had that quantity on hand. 

Mr. Hortrtexp. I see. 

Mr. Tuomas. But not reported to us. 

Mr. Ho.irretp. In what condition were those rubber heels when your 
man inspected them ? 

Mr. THomas. My man informed me they were in very hard condition 
and not in as good condition as to accept them, and probably N-4 condi: 
tion because of being dried out, aged in storage and so forth. And. 
being in that condition, they would not get reported to GSA. 

Mr. Hortrrevp. In other words, they would be left in stock so long, 
they deteriorated to the point where they were of no commercial ust! 

Mr. Tuomas. It would have to be, to be a similar report, I woul! 
say. 

Mr. Houtrretp. Did you find a large number of rubber floor mats In 
the same condition ? 





han 
h 
con 
N 
tol 
che 
util 
in t 
not 
M 
of e 
M 
I ar 
tire: 
fou 
on t! 
B 


indi 
exce: 


rece] 
quan 
find | 
It 
get r 
being 
came 
their 
exces 
ferre 
they 
Mr 
Mr 
Mr 
Mr 
burse 
An 
line, 
Mr 
have 
tion ( 
the ey 





nter- 
have 
¢ sur- 


send- 
ina 
ently 


y the 
ve no 

And 
poked 
-mili- 


mate- 
ment, 


EXCeSs 


1e De- 
nd the 


there 
r issue 
re and 


here a 
it had 


t have 
» it for 


Is were 
Is that 


1 to us, 
ur Visit 
| infor- 


on your 


ndition 
t condi- 


And. 


30 long. 
ial use! 
r would 


mats 1 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 28] 





Mr. THomas. Yes, and I think we have a sample here that illustrated 
that point to us. The sample we received from that report crumpled 
very badly upon any bending. In other words, it did not have the 
flexibility that you would normally expect of that kind of a mat. 

Mr. Houirretp. Do you have any information as to when these rubber 
heels or mats were purchased ? 

Mr. Tuomas. No, sir, we did not. 

Mr. Hourrtetp. You do not know how many years? 

Mr. THomas. We do not know how many years they have been on 
hand. 

Mr. Hotirrep. Were there any other instances of the deteriorated 
common use supplies which were reported to you ? 

Mr. THomas. We get film that gets out of date which is reported 
to us, and we always have to check on it very carefully. We have to 
check on any rubber item very carefully if we intend to expend any 
utilization effort on it. And sometimes the particular locality will err 
in the condition they put on it, and we will find that it is usable and 
not in N-4 condition, and, therefore, make transfers. 

Mr. Houtrretp. How about rubber tires and batteries and that type 
of equipment ? 

Mr. THomas. Well, mostly all of the tires that we have received— 
I am speaking purely from memory and stand to be corrected—are 
tires that we have knowledge of that are in these inventories. We have 
found them to be fairly good, and we have been able to get utilization 
on them. 

But that often is true because of the rotation factor in that type of 
an item, 

Mr. Houtrretp, Would you be able to say whether or not there are 
indications of large amounts of property which have not been declared 
excess to the Defense Department needs which should be declared 
excess, In your opinion ¢ 

Mr. Tuomas. Well, it would be purely informal advice that we have 
received. We have, from time to time, been informed of large 
quantities of particular items, but normally when we check it out, we 
hnd that it is held on one of the inventories, as a general rule. 

It is in one of their reserves, and, being in a reserve, it would never 
get reported as excess. We had a case of woolen blankets that were 
being requested by the FCDA, and the Navy contended, I think they 
came from Navy, from some source of DOD, that they were in one of 
their reserve inventories, and, therefore, could never be reported as 
excess. But, we did get 450,000 of them released and got them trans- 
ferred over to FCDA. But not as an excess item. In other words, if 
they were held in one of these reserve inventories 

Mr. Hourrteip, But, were they released by purchase or by transfer ? 

Mr. Tuomas. By transfer. 

Mr. Hontrtetp. Without remuneration—— 

Mr. Tuomas. This was not without remuneration. This was reim- 
bursement. 


; And, I am sure we could probably develop other items along that 
ine, 
, Mr. Hotrrrerp. Do you feel that Operation Clean Sweep, do you 
-_ knowledge enough to testify on that point, as to whether Opera- 
ion Clean Sweep has been an effective and a complete evaluation of 
the existing inventories that they have? 
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Mr. Tuomas. Not without taking a look at those inventories, I do not 
believe I can testify, no, sir. 

Mr. Rren_man. Mr. Chairman, I wonder if GSA has the facilities 
and manpower enough to really and truly survey that whole Clean 
Sweep program, to be able to give us a correct answer as to whether it 
has been effective ? 

Can you answer that question ? 

Mr. Tuomas. I did not get the first half of it, sir. 

Mr. Rreniman. I am wondering whether you have the manpower 
and facilities available to really and truly make a survey of the Clean 
Sweep project? 

Mr. Tuomas. We do not have. 

Mr. Rreutman. That is the question, and that is what I was worry- 
ing about with respect to your answer to what Mr. Holifield had to say, 
that you would not be able to answer that question until you took a 
look at the Clean Sweep program. I do not think you have the facili- 
ties and the people to really take a constructive look at it and to give 
us a reliable answer. 

Mr. Tuomas. No, we do not have, and we certainly would not want 
to comment on it until we did take a look at those inventories, I mean, 
to give an adequate answer. 

r. Rreutman. That is the point, sir. 

Mr. Houtrretp. We will have a recess for just a few minutes. 

(A short recess was taken.) 

Mr. Hotrrtevp. On the record. 

The way we will have to proceed, in view of floor legislation and other 
subcommittee meetings that members of the subcommittee are obligated 
to attend this afternoon, will be to have our next meeting in the morn: 
ing. 

At that time, we hope that Commander Tobias, Director of Materials 
Redistribution Division, and his staff can be present at 10 o’clock, 
please, in the morning in this room. 

Commander Tostas. Yes, sir. 

Mr. Houtrtevp. The meeting will stand adjourned at this time. 

(Whereupon, at 12:20 a. m., the subcommittee adjourned.) 
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FRIDAY, JUNE 10, 1955 


Houss or REPRESENTATIVES, 
Muirary OPERATIONS SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 


The subcommittee met at 10 a. m. in the committee room of the 
House Committee on Government Operations, Hon. Chet Holifield 
(chairman of the subcommittee) presiding. 

Members present : Hon. Chet Holifield, Joe M. Kilgore, Martha W. 
Griffiths, Glenard P. Lipscomb, and John W. McCormack. 

Also present : Michael P. Balwan, staff director. 

Mr. Houtrtetp. The subcommittee will be in order. We have 
Comdr. Robert Tobias, Director, Materiel Redistribution Division, 
of the Office, Secretary of Defense, with us this morning. We are 
interested in the screening process in the Department of Defense. 

Commander, you may proceed with any statement which you wish 
to make, 


STATEMENT OF COMDR. ROBERT TOBIAS, DIRECTOR, MATERIEL 
REDISTRIBUTION DIVISION, DEPARTMENT OF DEFENSE; ACCOM- 
PANIED BY PAUL SOMERVILLE AND LT. DAVID SCHELL 


Commander Tosras. Thank you, Mr. Chairman. 

Mr. Chairman, I should like to introduce two of my assistants: Mr. 
Paul Somerville and Lt. David Schell. 

At the risk of repeating just a littie bit of what Mr. Thomas and 
Mr. Tuttle testified to yesterday, I should like to explain some of the 
basic procedures that we use in the screening and utilization of per- 
sonal property. I feel that even though there may be some repetition 
it will serve to clarify and emphasize some of the points brought out 
yesterday. 

The Materiel Redistribution Division, although operating since 
January of 1950 as a joint service organization . the name of the 
Surplus Materials Division of the Navy, was formally established in 
October 1954 as the central Department of Defense screening agency 
to control and coordinate personal property redistribution among the 
military services and the Federal agencies. Although organization- 
ally placed within and administered by the Chief of the Bureau of 
Supplies and Accounts, Department of the Navy, the Materiel Redis- 
tribution Division is subject to policy guidance by the Assistant Secre- 
tary of Defense, Supply and Logistics, Mr. Pike. 
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Mr. Batwan. Are we wrong in stating, then, that you are part of 
the Office of the Assistant Secretary of Defense—Supply and 
Logistics? 

Commander Tostas. Mr. Balwan, only for policy purposes. We do 
have a direct line between Mr. Pike’s office and our office. 

Mr. Batwan. You are organizationally within the Department of 
the Navy? 

Commander Tosras. Organizationally within the Department of 
the Navy; yes, sir. 

Mr. Batwan. Thank you. 

Commander Tostas. For purposes of utilization screening, excess 
personal property is divided into two board groups, reportable and 
nonreportable. Our concern in MRD is, of course, primarily with 
the reportable property. 

Briefly, the utilization screening program of the DOD is conducted 
by MRD for each of the four military services in the following man- 
ner: 

For military property. Reportable excess material generated by 
all activities, posts, camps, and stations of the four services is reported 
to the Materiel Redistribution Division by means of the standard 
Form 120, Excess Report, prescribed by the General Services Admin- 
istration. 

I might pass out a few representative reports of very recent vintage, 
to give you an idea of what the form 120 looks like. 

Mr. Batwan. This is the report which the disposal officer at a base 
makes out, saying what is excess in his inventory there ? 

Commander Tosras. That is correct. 

Mr. Barwan. And he mails that to Washington to you? 

Commander Tostas. Yes, sir; it is mailed in several different ways, 
which I am about to cover. 

These 120 reports are forwarded in 1 of 3 ways. The first way is 
direct to the Materiel Redistribution Division from the holding activ- 
itv. The second way would be from the holding activity via the 
material control point, technical service or bureau exercising inven- 
tory control over the particular item. 

Mr. Batwan. How would this one that I have, for instance, come? 
This was excess out of Scotia. It is a console communication control. 

Commander Tostas. Does it show on one of the following lines 
whether it was forwarded via anyone, Mr, Balwan, or is there a stamp 
any place on it showing an excess determination by a higher echelon! 

Mr. Batwan. I thought this might be one that went through the 
electronics supply demand control point. 

Commander Tostas. It could be. I am not familiar with that par- 
ticular one. If it does not so indicate on the face of the form, it would 
have come in directly to us. 

The third means of forwarding is from the material control point 
to MRD, covering a consolidated total of items at various locations. 
In many cases items forwarded via a control point are withdrawn for 
use, by redistribution within the owning service. This is an effective 
form of utilization that is not covered by our statistics in the Materiel 
Redistribution Division. 

For civilian agency property, the standard form 120, Excess Re- 
ports, of material generated by civilian agencies are forwarded to the 
applicable GSA regional office by the reporting civilian agency. The 
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(jeneral Services Administration regional office after reviewing these 
reports forwards those considered to contain material of interest to 
the Department of Defense, to MRD for screening. 

Mr. Batwan. At that point, has it ever been different from that, 
whereby no judgment is exercised as to what might be of interest to 
the military departments, for all of the civil agencies forms 120 
shipped on to the military departments ? 

Commander Tostas. That was true prior to the January 21 agree- 
ment with the GSA. The prior procedure was for all civilian agen- 
cies to forward simultaneously or concurrently to the regional office 
of GSA with a copy—I believe it was the copy rather than the origi- 
nal—to us. We would start working on it immediately And then 
in turn—I am not sure of their procedure—they could conduct their 
own screening on the basis of the other copy. 

Mr. Batwan. Was that a hardship on you, from which you sought 
relief, in that you did not want all the civilian agencies forms 120? 

Commander Tostas. No, sir; it was not a hardship. 

Mr. Batwan. Does this limit utilization, where you leave it up to 
them to determine whether the military departments could use some- 
thing ¢ 

Commander Tosras. All I can say in that respect is that during 
the months of October, November, and December of 1954 prior to the 
new agreement we were averaging between $114 million and $2 million 
a month of civilian agency property reported to us. 

Mr. Batwan. That was the utilization that you had ? 

Commander Tosras. That was the acquisition cost of the report to 
us. Utilization, of course, would have been a fraction of that. 

Mr. Batwan. All right. 

Commander Tosras. During the month of April 1955, just 2 months 
ago, the reports forwarded to us dropped off to a total of $76,000, 
from an average of $114 million, and one month of which I speak was 
slightly under $3 million. 

Mr. Batwan. That was only what was reported to you ? 

Commander Tostas. That is right. 

Mr. Batwan. What was your utilization? Do you have an average 
percentage figure of utilization of reports 120 from civilian agencies ? 

Commander Torras. Now that we break down that figure, we do. 
At that time we were not breaking down the figure. 

Mr. Batwan. Do you think you are missing quite a bit in the mili- 
tary department by not having all the 120’s shipped to you ¢ 

vommander Tortas. I would not say quite a bit. We are missing 
some utilization. We have always gotten high utilization from 
Atomic Energy Commission reports to us. 

Mr. Batwan. They are not restricting that, or preventing those 

from coming to you ? 
Commander Tostas. As I say, the total from all civilian agencies 
in April was only $76,000. The previous month was one hundred 
thousand some-odd dollars. It has progressively dropped under the 
new procedure. 

Mr. Batwan. Is the material from the Atomic Energy Commission 
declared excess pretty good, so far as you are concerned ? 
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Commander Tosats. It is, yes. We achieve the highest utilization 
of any civilian agency property from Atomic Energy Commission 
reports. 

Mr. Hortrtevp. Is that contractor inventories that they declare, or 
equipment, or metals; mostly ¢ 

Commander Tostas. It has covered a range. Most of it, to my 
knowledge, has been equipment or consumable supplies rather than raw 
materials of any kind. Tait 

Mr. Houtrrevp. Do you find the Atomic Energy Commission con- 
ducting its own sales of material frequently, which could be reported 
to you and which could be used if it were so aapeten ¢ 

Commander Tostas. We have found a rather large example of that, 
Mr. Holifield, last December. It amounted, as I recall the estimate, 
to between $4 million and $5 million of material declared at Paducah, 
Oak Ridge, and Savannah River. That was not referred to us but 
was referred in a haphazard manner to several military activities. 
We were able to get the list. We went through the list. They 
stacked up about that high [indicating]. 

_ Mr. Batwan. To whom was that report? You mentioned selected 
Government activities? 

Commander Tostas. They were reported direct by AEC to selected 
Government activities. Itso happened that some were Navy activities, 
That was how we found out about it. 

Mr. Howtrrecp. That was not reported to any central agency ¢ 

Commander Tostas. No, sir. 

Mr. Houir1etp. What type of material was this material ? 

Commander Tostas. That covered a broad range of items. Before 
going through any long list of estimates of the type of material | 
would want to check it. 

But it did include equipment items; quite attractive equipment items. 

Mr. Hottrrevp. Such as trucks and cranes? 

Commander Tostas. Yes, sir. 

Mr. Houirteip. Construction machinery, and terminated raw mate- 
rials from contractors ? 

Mr. Batwan. Would your assistants be able to help you on that? 

Commander Tostas. Mr. Somerville mentions certain items he re- 
calls, which are pipe, steel, machine tools and other items of machin- 
ery. I am sure there were equipment items such as cranes and trucks. 
I know they have appeared on the list. 

Mr. Horrrtetp. Under the procedure set up were they supposed to 
report that to your office, the MRD office, or were they supposed to 
report it tothe GSA ? 

Commander Tostas. Under the procedure in effect during December 
if AEC did not claim the exemption, as I understand it, under Public 
Law 152—TI believe it is in that law—they would be required to report 
to us rather than in the manner in which they did report. 

Mr. Howirretp. Do you know whether they claimed the exemption! 

Commander Tostas. I cannot answer that question. I think pos- 
sibly GSA could add a little light on that. 

Mr. Hoxtrrecp. Mr. Thomas is here. We will break into your tes- 
timony at this time to ask him about this particular sale. 
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FURTHER STATEMENT OF JOHN THOMAS, DIRECTOR, PERSONAL 
PROPERTY UTILIZATION DIVISION, FEDERAL SUPPLY SERVICE, 
GENERAL SERVICES ADMINISTRATION ; ACCOMPANIED BY LEWIS 
C. TUTTLE, DEPUTY DIRECTOR, PERSONAL PROPERTY UTILIZA- 


TION AND DISPOSAL DIVISION; PAUL BARRON, COUNSEL; 
THOMAS A. KENNEDY, ASSOCIATE GENERAL COUNSEL; AND 


WILLIAM R. THOMAS, JR., DISPOSAL SPECIALIST, GENERAL 
SERVICES ADMINISTRATION 


Mr. Tuomas. That is on the Paducah sale? 

Commander Tostas. Paducah, Oak Ridge, and Savannah River, in 
December. They actually sold in January, Mr. Thomas. 

Mr. Tuomas. The property was not formally reported to us under 
the normal procedures of the civilian agencies. Atomic Energy re- 
quested of us a very quick screening. By “quick screening” I mean 
anywhere from 3 to 4 weeks’ screening, just prior to their scheduling 
this property for sale. 

All the property was contractor inventory. Now, AEC does do a 
good bit of screening on a procedure which they have set up them- 
selves, such as going to Federal) agencies. That is where the listings 
were brought in to the services that were interested, that Commander 
Tobias spoke of. 

Mr. Hourrretp. Let me ask you this question: Why should they 
take it upon themselves to perform this screening function with other 
agencies? Is that not your job? 

Mr. Tuomas, It is our job and it offers a lot of confusion the minute 
it is done, because we are working with limited personnel, and when 
an extra screening load is thrown upon us we cannot do an ade- 
quate job. In a very short period it is just not possible for us to do it. 

Mr. Ho.irretp. Have you issued any directives to them along this 
line, as to what they should do in case they do not claim exemption ? 

Mr. Tuomas. Yes. They would follow our regulation. We have 
asked them to do it wherever they can. We have never had them fol- 
low the letter of our regulation yet, to my knowledge, and they have 
exercised their exemption. 

Mr. Houirteip. It has created confusion in the screening process ? 

Mr. Tuomas. It does. 

Mr. Hotirtenp. In your opinion it has failed to produce the best 
results ? 

Mr. Tuomas. As far as good utilization is concerned. 

Mr. Houirrevp. Both in utilization and in recovery ? 

Mr. Turrie. Mr. Chairman ? 

Mr. Houirrerp. Mr. Tuttle. 

Mr. Turrix. On this case Commander Tobias mentioned, it was an 
outstanding case and we registered a very strong protest with AEC 
officials here in Washington about that independent type of action. 
It was a case which you would tie in with their exercise of their exemp- 
tion authority. 

Mr. Hotirreip. Did they respond to you and say they had exercised 
their exemption in this case, to your knowledge? 

_ Mr. Turrtx. No, I could not say that they did, Mr. Chairman, but 
in the suecession of cases it is very clear that activities such as the 
one Commander Tobias mentioned are done because they are fully 
aware that their compliance with GSA’s regulation is a voluntary 





288 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


thing. It will vary with each particular circumstance that comes 
along, for each lot of property that comes along. 

Mr. Ho ttrreip. This subcommittee is going to have the Atomic 
Energy Commission officers responsible for this procedure before the 
committee to explain this. 

Does anybody else have any questions on this point? 

Mr. Kireore. I have no questions. 

Mr. Houirietp. You may proceed, Commander Tobias. 


FURTHER STATEMENT OF COMDR. ROBERT TOBIAS, DIRECTOR, 
MATERIEL REDISTRIBUTION DIVISION, DEPARTMENT OF DE. 
FENSE, ACCOMPANIED BY PAUL SOMERVILLE AND LT. DAVID 
SCHELL 


Commander Tosias. I was explaining the procedure for handling 
the civilian agency property through the regional office. 
Reports of material not considered to be of interest to the Depart- 
ment of Defense are screened only by the GSA regoinal office involved. 
Excess reports, when received in our office, are processed as follows—— 

Mr. Batwan. You are talking about all excess reports, now ¢ 

Commander Tostas. This now applies generally to all excess re- 
ports. Of course, there are minor variations in the procedure, but 
this is generally the procedure we follow. 

As to the first phase. Every report is first assigned a control num- 
ber and caiinied ih a register for purposes of identification, with- 
drawal authorization, if necessary, followup, and so forth. 

The first actual step in processing the form 120 begins with the 
auditing of the form for completeness of information, adequate de- 
scription and condition information for the property involved, ac- 
counting data, and proper Federal catalog classification of material. 
Those found deficient in some important element necessary for proper 
screening are either returned to the reporting activity or are held 
pending receipt of information requested from the reporting activity. 

Mr. Batwan. What might be an important way in which they are 
improper for you to handle ? 

Commander Tostas. We might say that the condition is improperly 
coded. It might actually not be a report, due to condition, that we 
should handle. It might not have a complete commercial-type de- 
scription on it sufficient to tell the screening activity actually what 
the material is and things of that nature. Practically any of the 
information on the 120 could be deficient in one respect or another. 

An issue date, a military order closing date, and an automatic release 
date are then assigned to items on the report. The issue aate is the 
initial control date of the excess listing, predetermined to allow for 
processing time in our office, printing by Defense Printing Service, 
and mailing time to military screening activites. 

From this issue date the military order closing date and the auto- 
matic release date are computed. The military order closing date ' 
the date upon which military screening will expire and control of the 
property will pass to the General Services Administration. 

Mr. Batwan. If it is reportable toGSA. 

Commander Toss. That is right. 

Mr. Batwan. How long do you have for this process ? 
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Commander Tosras. It is 45 days from the issue date. 

Mr. Bauwan. The 45 days would begin from the time you believe 
this would be received by mail at the various installations ? 

Commander Tostas. That is right. We allow for that on a pre- 
determined basis; in other words, on an average basis from the date 
we process the report to Defense Printing it will be received (allow- 
ing 3 days average mailing time) to provide a full 45 days’ screening. 
Incidentally, that processing, printing and mailing time totals 11 days, 
although we may have had the report for as long as 3 or 4 days before 
that time. 

We go into defense printing on a daily schedule, with certain Fed- 
eral stock groups each day. We cover the complete range of the Fed- 
eral stock groups each week. 

Mr. Batwan. You may have as long as 60 days between the time it 
reaches you and the issue date ? 

Commander Tostas. That is correct. From the day it is received in 
our office until the time it is turned over to GSA. 

The automatic release date is the date after which excess property 
may be disposed of in the absence of a transfer order or approved dona- 
tion authorization. That is 135 days after the issue date. 

Now, in fairness to something GSA mentioned yesterday, the early 
release of property, that comes back to us after we release to them—in 
other words, items GSA feels they have very little, if any, potential 
utilization for—that property of course would not run the full 135 
days. 

Mr. Batwan. This is different now, is that right; that you have just 
described ¢ 

Commander Tostas. That is right. That is an exception to this full 
135-day screening. We always on all property go through the 45-day 
military screening. 

As Mr. Tuttle explained yesterday, the regional office of the GSA, 
when we have released the property to them on the 120, will make a 
determination that there is little or no possible utilization within the 
Federal civilian agencies, and within a period of time—it has been 
averaging recently between 2 and 3 weeks—we will get notice back in 
our office that we can release that property. In other words, we can 
amend the automatic release date to allow the holding activity to dis- 
pose of it ahead of time. 

I just checked this morning. There is about 5 or 6 percent of every- 
thing we reported to the GSA in the last month that has come back 
to us in this early release procedure. We expect that that percentage 
will go up. We are assured by GSA that it will go up, to allow a 
quicker release of the property. 

Mrs. Grirrirus. I should like to ask a question. 

Commander Tosras. Yes, ma’am. 

Mrs. Grirrirus. What happens if you have some property listed and 
nobody asks you for it, and on the 46th day somebody orders new prop- 
erty, when he could have had the old property? Do you have any- 
thing to control that ? 

Commander Tosras. In other words, a procurement activity ? 

Mrs, Grirrirus. Yes. They just sit around and wait for 45 days, 
and then order some néw property. 

Commander Tostas, All 1 can say in that respect is that most pro- 
curement activities and all procurement activities that are ordering 
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large amounts of material for stock, receive our lists for screening. 
They know that, even though on the 46th day the control would pass 
to the General Services Administration, that the property is still avail- 
able, in the event that GSA has not redistributed it to a civilian agency, 
Even on the 75th day or the 90th day, while GSA still has control, they 
would release material, if it was still available. 

T might say through a very good working arrangement with GSA 
we are able to realize in the military at least 20 percent of our total 
utilization after property has already gone to GSA control. We do 
that by writing form letters to GSA requesting their advice as to 
whether they have already redistributed the material. If they have 
not, they get it back to us and we can then send it to a military activity. 

Mrs. Grirritus. I think the most interesting figure would be to find 
out how many of these installations that knew excess property was 
available did not take advantage of it, but within a short time ordered 
new material that was the same thing as the excess that was available. 

Mr. Batwan. Mrs. Griffiths, the point you are raising was brought 
up in the Hoover Commission. That is sometimes called reverse screen- 
ing. What they have now isa type of voluntary arrangement whereby 
we expect the procurement officers to screen these excess lists, and if 
they want to pick up these excess properties they may in lieu of going 
out to procure them. There is some talk, which I think is described 
in the Hoover Commission report, of something that is mandatory. 
They are trying to think of some system whereby a procurement officer 
must pick up certain things from the excess list if available, rather 
than go out to buy them. 

Now you have just a voluntary arrangement. You have no way of 
imposing upon the people or checking against their procurement 
schedules. 

Commander Tostas. I think it is a little more than that, Mr. Balwan. 
A DOD instruction covers that point, which is a requirement that 
these be screened, not necessarily against requirements after they 
become procurement documents, but with the stock control or require- 
ments determining activities; in the case of the Navy, the supply- 
demand control points. 

One part of the supply-demand control point is concerned with 
requirements determination. After they have checked the stock status 
report, right next door is the procurement activity in that supply- 
demand control point. Before it becomes a procurement document it 
is at that point where the most effective screening is done. 

It is true that in point of time we undoubtedly are missing certain 
things—we feel, however, that it is the most effective way, the most 
practical way, unless you withhold vast quantities of material end- 
ear and wait until you actually get the procurement requirement 

or it. 

Mr. Batwan. Mr. Chairman, I think it might clarify this a little 
bit if we would have Commander Tobias explain exactly the kind of 
organization he has for screening. In other words his organization— 
and maybe this characterizes it poorly—collects the forms 120. It is 
a big “paper” organization. It mails these things out on a distribu- 
tion list of all kinds. I think they will say they flo “beat the bushes.” 
so to speak, to try to get customers, to find out if they can use the ma- 
terial. But primarily they have an advanced paper organization. 
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Commander Tostas. I would like at this point to pass out some of 
our representative lists of the past 2 or 3 weeks; a very small part 
of it. That is how it goes out to the field (distributing material). 

You will notice there the standard form 120’s are reproduced in 
a photographic reproduction process. 

In further explanation of your question, Mr. Balwan, I am coming 
to the exact procedure we go through in obtaining utilization. 

Mr. Batwan. Thank you very much. 

Commander Tosras. The standard form 120’s are grouped accord- 
ing to the established Federal supply classification groups and are for- 
warded by MRD to the Defense Printing Service in the form of con- 
solidated lists of excess material. Control copies of each 120 are 
maintained in our office. This work is done by the Processing Branch 
of the Materiel Redistribution Division and takes a maximum of 8 
days, depending upon the time interval between receipt of the excess 
report and the scheduled submission of listings to the Defense Printing 
Service for reproduction. It is usually less than 8 days. This schedule 
has been established on a consistent. basis to provide that an accumu- 
lated volume of each of the Federal supply classification groups will 
be forwarded each week to supply activities and control points for 
utilization screening. 

The second phase of the processing of the 120’s is the reproduction 
of sufficient copies of the excess reports to allow for distribution of 
consolidated listings. 

The consolidated listing is just what I passed out. That [indicating] 
is called the “consolidated list.” 

Mr. Batwawn. Is this consolidated list grouped in any way? Have 
you taken, in other words, a certain type of material and gotten all of 
the 120’s pertaining to electronics, fet us say, in One document like 
that ? 

Commander Tostas. Yes, sir. I think there is a good example there, 
if you have group 59. 

Mr. BatwaNn. I have group 58. 

Commander Tostas. I fae group 59 is the largest group, radio 
and electronic tubes are in that group. Every week it is one of our 
thickest lists. 

Mr. Batwan. Would this go to the Quartermaster Corps, which buys 
food, for instance ¢ 

Commander Tostas. If they have asked for it it will. Normally 
they would get only the group in which they are primarily interested. 
Now that we have broken it down into 99 Federal classification groups 
it has allowed the activities to pick up only the lists they have an in- 
terest in. In other words, it cuts down the volume of paper they have 
to screen. 

Mr. Batwan. You have to wait until you get all of the 120’s per- 
taining to electronics in one sizable group, before you go ahead ? 

Commander Tosras. We wait only one week. 

Mr. Batwan. All that they collect in one week? 

_ Commander Tostas. At the end of that period group 59, let us say, 
iscompiled. If we start on Tuesday, everything we have accumulated 
since last Tuesday goes into the catalog. If it is one item it will 
hecome the catalog. If it is 500 items they will become the catalog. 
We will not hold it any longer than that time. } 
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Mr. Batwan. Your grouping is done by the Federal classificatioy 
groups? 

Commander Tosras. Yes, sir; and each group is listed right at the 
top of the cover sheet of the consolidated listing. 

Mr. Batwan. This electronics one, for instance, would go to the 
electronics supply-demand control point in the Navy, and the buyers 
and the inventory people would check this against their list? 

Commander Tostas. Yes, sir. 

These consolidated listings are mailed to approximately 900 desig- 
nated recipients within the military services and to stateside repre- 
sentatives of friendly foreign governments for screening to fill foreign 
military aid requirements. The number of copies of each listing varies 
according to the type of material and the needs of each addressee. The 
work of reproduction, collating and mailing of the listings is accom- 
plished by the Defense Printing Service in a maximum period of 10 
days, usually several days less than the 10 days. Three of these 10 days 
are allowed for mail transmission from Defense Printing to the recipi- 
ent of the listing, thus guaranteeing an actual screening period within 
the military of 45 days. Accordingly, the processing of any standard 
form 120 consumes a maximum of 15 days from the date received in 
MRD to the date on which it is mailed in the form of a list to the pro- 
spective user of the material. Two copies of every listing are mailed 
to the central office of the General Services Administration, Personal 
Property Utilization Division, here in Washington. 

The third phase of the screening process consists of developing utili- 
zation within the military. This is the responsibility of the Utilization 
Branch of our office. 

Utilization is accomplished by three methods. 

The first method is by automatic response from the recipients of the 
consolidated excess listings, after they have screened these lists. 
Secondly, by special solicitation or “peddling”—we call it “peddling”— 
by Materiel Redistribution Division commodity specialists of items 
considered to be particularly susceptible to utilization. 

Mr. Batwan. How big a staff do you have for this? 

Commander Tosras. We now have 11 high-graded commodity 
specialists in our office. 

I might mention at this point that we have a considerable volume of 
both incoming and outgoing long-distance telephone calls for this one 
tn 7 of “peddling” material, and we have achieved substantial 
results. 

Mr. Batwan. This depends upon your commodity analysts knowing 
about where something might be needed; is that right ? 

Commander Tostas. That is right. 

Mr. Batwan. Do they get calls from various people saying, “If 
something ever comes along will you let me know?’ 

Commander Tosras. That is right. That is the third method I was 
about to mention. 

The third way is the filling of known requirements from what we call 
“want lists” maintained as a result of correspondence or telephone calls 
received from the field advising of the need for various items of prop- 
erty. We use all three of these methods to achieve utilization. 

Utilization is then completed by writing transfer orders in our office. 

The priority for filling requests for material is as follows—— 
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Mr. Batwan. It is on a first-come-first-serve basis; or are you going 
to answer that ¢ 

Commander Tosras. I am going to answer that question. 

For the first 20 days after issuance of the listing, the material is 
reversed for requirements of the owning service. A large volume or a 
considerable volume of the material that comes to us on the excess re- 
ports has not received complete screening. It may have received almost 
complete screening within the owning service. 

Mr. Bauwan. Give us a better example or a more specific example 
of how something like that might happen. 

Commander ‘Tosras. We could go back to the electronic tubes, for 
example, Let us take a report that was originated by an activity out 
on the coast, let us say, for electronic tubes. They are not under cen- 
tralized inventory control of the Electronics Supply Office. They 
would come into our office. 

Limiting it to the first 20 days, ESO would have that 20 days to 
pick up that tube or that volume of tubes, in the event it knew of a 
known requirement that had been overlooked or if something new 
had been developed. Then within that first 20-day period they have 
priority of picking up that particular item. 

There are many other examples. That may not be too good a one. 
It is one that occurs to my mind. 

Mr. McCormack. How many agencies are there in the Department 
of Defense that stock electronic tubes ? 

Commander Tosras. This would be just a horseback estimate, Mr. 
McCormack. By stocking do you mean a using activity that would 
stock maybe a very small supply just for the equipments they might 
have, or a large stocking activity that would meet other using re- 
quirements ? 

Mr. McCormack. Give us both. 

Commander Tosras. I would estimate within the 4 services there 
are probably 25 or 30 total scattered around the country and overseas 
that would stock tubes in large quantities or relatively large quantities 
to meet requirements. 

On the other hand, practically every military activity would have 
a small stock of tubes if it maintained any electronics equipment at all. 

Mr. McCormack. Is there one stock-control point in the DOD for 
electronics, for example, for inventory purposes ? 

Commander Tostas. There is one within each of the services. 

Mr. McCormack. Within each of the services ? 

Commander Tosras. Yes, sir. 

Mr. McCormack. There is not one for all the services? 

Commander Tostas. Some of the technical tubes, I believe, are under 
four-service control. Possibly some are expensive types. I am not 
too familiar with that. I understand that is the case. There is a 
coordinated arrangement where there are, let us say, certain very 
large or expensive equipments that require those tubes that are used 
jointly by the services. 

Mr. McCormack. With the exception of those, and assuming that 
you are correct, there is not one joint stock contro] in the DOD for 
inventory purposes ¢ 

Commander Tostas. No, sir. 

Mr. McCormack. If there was, would not that tend to prevent unnec- 
essary buying and disposing ? 
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Commander Tosras. I suppose so, if there is in fact unnecessary buy- 
ing and disposing of electronic tubes. 

Mr. McCormack. And you would get over the resistance of the dif. 
ferent departments ? 

Commander Tosias. I do not know there is any resistance. 

Mr. McCormack. I will not press that. 

Commander Tosras. I have mentioned the first 20 days is a priority 
period in which the owning service can pick up this excess material 
from the consolidated list. For the remaining 25 days of the 45-day 
period, utilization is accomplished to fulfill requirements of any of 
the four services on a “first-come, first-served” basis. Requests relat- 
ing to foreign military aid originating from representatives of 
friendly foreign governments are then honored. Requests from edu- 
cational activities of special interest to the services received during 
the screening period are forwarded to the General Services Adminis- 
tration on the expiration of the 45 days for approval provided the 
property remains available. The priority, of course, of the educa- 
tional activities of special interest is not ahead of the requirements of 
other Federal agencies. 

Now, the fourth phase. The final phase of the screening procedure 
consists of the forwarding of the standard form 120’s, appropriately 
annotated to show material which has been utilized within the mili- 
tary, to the General Services Administration regional office respon- 
sible for the area in which the property is located. The 120’s are 
actually mailed on the 45th day in order to allow a maximum period 
for screening by the General Services Administration regional office. 
This period has been established at 90 days by agreement between the 
Department of Defense and the General Services Administration, 
Therefore, the entire screening within the military and civilian agen- 
cies consumes a total of 135 days after the issue date of the listing. 

I previously mentioned the exception to that screening period was 
GSA returning to us property that would have no, or low, utilization 
potential within the Federal agencies. 

Mr. Batwan. Who decides whether it might have low potential! 
Is that determination made at your level ? 

Commander Tosras. No, sir. That decision would be made by the 
GSA regional office concerned. 

Mr. Batwan. You send all of your 120’s to them of that group 
reportable / 

Commander Tostas. Yes. During this period of 135 days, with- 
drawals of material for local use by the reporting activities, or result- 
ing from changes in material management concepts or requirements, 
are authorized, either by Material Redistribution Division or by Gen- 
eral Services Administration, depending upon which agency at the 
particular time is controlling the property. 

That is, in general terms, the exact procedure that we go through. 

At this time, I would just like to mention a few statistics to show 
possibly a trend in the utilization. 

The Materiel Redistribution Division processes a monthly average 
of 5,700 excess reports. Those are the 120’s that I passed out. ‘These 
contain a total, an average total, of 18,500 items per month. 

We write an average of 2,600 transfer orders a month. These trans- 
fer orders are, of course, orders effecting redistribution within the 
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military services with an average of 3 line items per transfer order; 
2.600 orders and 3 line items would be about 7,800 line items per 
month. 

There are now 877 military activities on our distribution list for 
consolidated listings. 

Mr. Batwan. Zone of the Interior only ? 

Commander Toxsras. That is principally Zone of the Interior. It 
includes foreign military aid recipients, and it includes quite a num- 
ber of other overseas activities. 

During the calendar year 1954, $793 million in acquisitions costs of 
excess property was processed through Materiel Redistribution Divi- 
sion, with $89 million or 11.3 percent utilized. During January 
through April 1955, $226 million was reported to Materiel Redistribu- 
tion Division with $34 million, or 15.1 percent utilized. 

Mr. Batwan. April? 

Commander Tosras. January through April 1955; 4 months. 

Mr. Batwan. What was the 11 percent figure for ? 

Commander Tortas. For the entire calendar year, 1954. 

Mr. Batwan. Not all property is reported to you by the military 
activities ? 

Commander Tosias. No, sir; just the reportable segment, and yester- 
day it was mentioned it is some place between 25 and 30 percent of all 
property generated. 

This substantial increase in military utilization that I have just 
mentioned, in other words, approximately 4 percentage points since 
last year, during the first 4 months of 1955 is due principally to recent 
policy and procedural changes. The most important of these changes 
are as follows: 

First, our consolidated excess listing mailed to 877 activities are now 
segregated according to the 99 Federal supply classification groups, 
that is, the first 2 digits of the new unified Federal stock catalog. 

Mr. Houirtetp. Before that, you sent them out in miscellaneous list- 
ings or trying to thin them out in classified listings; is that what you 
are telling us? 

Commander Tostas. That is right. 

Mr. HouiFretp. When did you start that ? 

Commander Topias. On February 28 of this year. 

Mr. Houircep. Was that as the result of this agreement ? 

Commander Tostas. It was a point that we had proposed to the 
General Services Administration and the General Services Adminis- 
tration agreed that since we were no longer sending our full consoli- 
dated lists to their regional activities, they would withdraw any objec- 
tion. In fact, they had no further interest in how we cataloged our 
material, Previously we could not do it because we had to break our 
catalogs down by the 10 GSA regions. We also had a breakdown in the 
10 broad commodities groups. If we had gone to a breakdown by the 
10 GSA regions and then had an additional breakdown by the 99 Fed- 
eral groups, we would have had 990 catalogs and we could not have 
published that number regularly on schedule. 

Mr, McCormack. You have talked about the total amount of prop- 
erties utilized. Can you break that down and show which agencies, 
defense agencies, have declared most of this utilized property ? 
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Commander Torras. I have figures. Actually, they are broken 
down by months. This might be representative although it could 
change overnight. 

I will take all categories reported to us. I might say that only the 
domestic inventories are reported to the General Services Admin- 
istration. ‘That is one reason why our figures on property reported 
to us will never jibe with what we report tothe GSA. It will always 
be larger. It will also affect the utilization percentage because of 
the difference in the property reported. 

Counting all of that for the month of April, the Army reported 
$28 million in round figures and the Army utilized, not of that $28 
million, but of all of the services’ reportable property—and of course 
the utilization would apply to previous months’ reports because of 
the time period under which it is sereened—the utilization during that 
month by the Army was $1,563,000. 

The Navy during that month—— 

Mr. McCormack. Is that on acquisitions value # 

Commander Tosras. All acquisition value. 

The Navy during that month reported $17,535,000 and _ utilized 
$2,417,000. 

The Air Force reported during that month $10,578,000 and utilized 
$3,814,000. 

The Marine Corps reported—the figures are very small. 

Mr. McCormack. None of the services utilized that which they de- 
clared ? 

Commander Tostas. That is right. 

Mr. McCormack. It is on the declaration of other branches of the 
Defense Department that they utilize? 

Commander Tostras. That is correct. 

Mr. Hortrrevp. On the face of it there, the Air Force seems to have 
the best record of utilization. Does that carry out constantly, or does 
it just happen in this one month ? 

Commander Tostas. Generally speaking, I think at least for the 
first 4 months of 1955, and we have recently revised our statistical pro- 
cedure so we can break it out in small segments, the Air Force has a 
larger utilization than the other services. 

Mr. Houtrietp. Why is that ? 

Commander Tostas. One reason, I think, would be that the Air 
Force has smaller excesses since they have broken from the Army. 
That is my opinion. I would prefer not to be held to that. They 
are reporting less, and consequently there is more that they would have 
a use for because the other services are reporting more. 

Mr. Horirrecp. What kind of property are they taking—all types! 

Commander Tostas. Generally speaking, all types of property. ~ 

Mr. McCormack. That is general. That is like asking How fast 1s 
an automobile going, fast or slow ? 

Commander Tosras. They have taken common-use items such as 
office supplies and large quantities of that. They have taken some 
equipment items. 

- r. McCormack. The utilization is also on a voluntary basis, is it 
not ¢ 

Commander Tostas. I tried to answer that before. I would not 
consider it voluntary. Right from the top, from the Department of 
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Defense, are instructions and a requirement that the services utilize 
the material made available to them in the excess reports. That regu- 
lation is not repeated in the cover sheet in these consolidated lists, but 
we do use rather strong language on the cover sheet that goes out on 
these yellow sheets that you have. 

Mr. McCormack. What happens if they do not use it? 

Mrs. Grirritus. They get new. That is what happens. Is that 
right 4 

Commander Tosrras. As far as our office is concerned, we would 
have no statistics that would show that they either have or have not 
used material. 

Mr. McCormack. Is there any way of enforcing this? 

Commander Topras. I would like to defer that question to the De- 
partment of Defense. They are familiar with the top requirement. 


STATEMENT OF VINCENT TOLINO, MATERIEL CONSERVATION AND 
DISPOSAL OFFICER, DEPARTMENT OF DEFENSE 


Mr. Torino. My name is Vincent Tolino. I believe that Mrs. Grif- 
fiths first asked a question a while ago and Mr. McCormack asked again 
as to whether or not the utilization of property was mandatory or 
permissive. We have a directive, a Department of Defense Directive 
4100.12 that covers the utilization of material. I would like to read 
a paragraph from the directive. It states: 

Unless such action is economically or operationally infeasible, excess material 
made available to the military departments, through the Department of Defense 
or by other Government agencies, will be accepted, redistributed, and utilized by 
each military department, to— 

1. Fulfill existing departmental requirements, including mutual security aid 
programs ; 

2. Reduce net requirements prior to initiation of new procurement; 

Tey through cancellations or other means, items already on procure 

ment, 
_ Each of the military departments are bound by this regulation, and 
't covers not only the utilization of excess among the departments, but 
it also binds the procurement people to utilize that property if it is 
available in lieu of new procurement, and to cancel new procurement 
when they do pick up property. 

Mrs. GrirFirHs. What can you do to them if they do not ? 

Mr. Torino. That isa policing job. If we find cases where property 
was offered to them and they did not pick it up, they are subject to the 
action of the Assistant Secretary of Defense, Supply and Logistics. 

Mrs. GrirrirHs. Have you ever found such a case / 

Mr. Torino. We have found several cases where we thought that 
they had not complied with this regulation, and looking into the details 
of the matter we found the property screened and the property they 
bought varied in standards, that the new standards required for new 
material did not satisfy the older material. 

Mrs. Grirrirus. Mr. Chairman, I think that it would be very worth 
while if you took a year’s orders and checked them against those people 
towhom they were made available. 

Mr. Houirreip. It would be a mammoth job. I do not believe you 
tealize how many thousands of documents you would have to go 
through to get that particular set of figures. I know that this com- 
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mittee could not do it. Our staff could not do it. We tried it at one 
time, I believe. 

Mr. Batwan. The Hoover Commission took our material, and with 
more time tried todo it. From an investigative standpoint they were 
clisappointed by not finding anything. 

Mr. McCormack. Do you match the prospective purchases of one 
agency against the stocks ? 

Mr. Torino. To my knowledge we do not if there are central pro- 
curing agencies with the Department of Defense whose job it is to 
procure that same item for other departments, and in those cases they 
not only have the responsibility of picking up excesses for redistribu- 
tion among other departments of the Department of Defense, but they 
also have the procuring responsibility. An item such as material- 
handling equipment, I believe, is under technical procurement of the 
Navy. They would buy that equipment for each of the departments. 
Likewise, they would know in screening these lists whether some of 
these excesses would be required to fill requirements of the other 
services. 

Commander Tostas. I might add something to that, taking material- 
handling equipment as an example: all excess — of material- 
handling equipment that are forwarded to my office are sent to the 
central procurement agency, which is also within the Navy, and they 
see them and they can at that time, and do, match them against any new 
procurement that is going on. That is one example of it. 

Mr. Houtrtexp. I would like for you to give us again the declarations 
of the three agencies and the utilization according to your records, the 
figures that you gave us before, and I want to ask Mr. Tolino to com- 
ment on why the Air Force shows such a surprisingly higher percent- 
age of utilization as against declarations. 

Commander Tostas. If I may, before I read the figures, I would 
like to clear up a point that might have been left in doubt. I belive 
that I left the impression that the utilization by each of the services 
would only apply to the reported material of the other services. As | 
previously mentioned, the Air Force, for example. in reporting its own 
material, could in fact utilize some of that material that was Air Force 
reported material. 

Mr. McCormack. It would not be reasonable if they would declare 
it surplus or excess and utilize it again, would it? 

Commander Tostas. That can happen. 

Mr. McCormack. I realize that. We are all human. You say that 
it is a possibility ¢ 

Commander Tostas. It is a very small percentage, of course, Mr. 
McCormack. 

Mr. McCormack. You would not want to have the impression create( 
in the minds of the committee members that is a very small percentage 
of the items because that would be a reflection upon the reporting 
agencies, if they were reporting certain items as surplus or excess 0! 
the one hand and then saying they needed them again. There woul( 
be a mistake of declaring them at the outset. 

Commander Tostas. It is in fact a small percentage. 

Mr. McCormack. What percentage would you say? I realize tha! 
you have to guess to some extent. 
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Commander Tosras. I would say less than 5 percent by dollar value. 
That is only an estimate.. We can get the figures. 

Mr. McCormack. That is not necessary. 

Commander Tostas. Actually those items which would be repre- 
sented by that percentage would be local use items, possibly items not 
even carried under a standard stock number, peculiar items that could 
be utilized by an Air Force activity. They were probably never pro- 
cured centrally because they were limited-use-type items. 

Mr. McCormack. Mr. Holifield asked you to repeat the figures. 

Mr. Hotrrte.p. I thought that those figures were quite significant 
and I thought maybe the committee should hear them again. 

Commander Tostas. The figures reported to us for the Army were, 
during the month of April, $28,533,000 and the Army utilized—and 
I want to emphasize, not of that, but of everything that goes through 
the mill—$1,563,000; the Navy reported $17,535,000 and utilized 
$2,417,000; the Air Force reported $10,578,000 and utilized $3,814,000 ; 
the Marine Corps, which I did not previously give, reported $2,161,000. 
They are much smaller, as you know, and the Marine Corps utiliza- 
tion was $167,000. 

We have one smaller figure on joint service command. 

Mr. Hottrretp. A quick round figure would be 6 percent utiliza- 
tion for the Army, 14 percent utilization for the Navy, and 40 per- 
cent by the Air Force. I submit, unless there is some specific reason 
for that discrepancy, those figures are rather astonishing. 

Commander Tosras. I can give one reason. 

Mr. Hottrrevp. If it goes that way, over a long period of time. 

Commander Tosras. I would like to emphasize that is only one 
month. The previous month of March makes the other services look 
better. In round figures, the Army reports were $26,800,000 and uti- 
lization, $2,800,000; the Navy reported $19,700,000 and utilization, 
$2,900,000; the Air Force reported $13,800,000; utilization $3,400,000. 

Mr. Hoxirtetp. Not a very significant difference. It is fairly close 
in round numbers. 

Mr. Torino. The information I have is what I believe to be true. 
It must be remembered what is reported by each of the departments 
in any one month, that the utilization is not from that which is re- 
ported that same month. 

Mr. Houtrtevp. I understand that. 

Mr. Tot1no. Therefore, you would have to get a more honest evalu- 
ation of this by going over a longer period of time. 

Mr. Houtrrevp. I agree with you. 

Mr. Tot1no. The other reason is, the Army being our largest depart- 
ment, is diminishing and the Navy is also diminishing, and the Air 
Force is expanding. 
ao meena In procurement or personnel, when you say dimin- 
ishing ? 

Mr. Totrno. I mean in size, personnel, if you will, and mission. 
And the Air Force in expanding would have needs for excesses which 
are available at the Navy and the Army installations. It just makes 
commonsense that they would have a greater drawing from their 
sister services rather than it being the other way round. If it were 
the other way around I would be alarmed. 
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Mr. Houtrietp. Yes; without accepting completely your explana. 
tion, I think your explanation is reasonable. If it came to the com. 
mittee that there is a sharp reduction in your personnel and in your 
procurement of both Army and Navy, and a sharp increase in your 
Air Force, in additional personnel and in additional procurement over 
the past pattern. 

r. Tou1no. I believe that is true, Mr. Chairman, and I think we 
could show that if you wish it. 

Mr. McCormack. On the other hand, the declared surplus from the 
Air Force and the Navy is much less than that of the Army. That is 
correct, is it not, Mr. Commander ? 

Commander Toptas. Yes. 

Mr. McCormack. Naturally, the utilization would be practically 
from that declared surplus, or excess by the Navy and the Air Force, 
and they would have a much smaller base to utilize from. I can 
see that. 

Mr. Torino. That is correct. 

Mr. McCormack. On the other hand, there is a question there of 
whether emphasis is being placed on as complete utilization as possible, 
Would not the General Services Administration be very helpful on 
the question of utilization in the Department of Defense ? 

Commander Tostas. They have been helpful. 

Mr. McCormack. They have more authority and control, or more 
power of direction in looking over the overall] picture on the question 
of utilization. 

Commander Tostas. I cannot give you a completely objective answer 
tothat. I think we are doing a pretty good job. 

Mr. Houtrreip. Let me ask you this, Mr. Tolino, along the line 
that Mr. McCormack was following: Could you tell the committee 
whether there is a greater emphasis in the Air Force toward this 
utilization, a greater enthusiasm for utilization than there is in the 
other two services ? 

Mr. Toxr1no. I do not believe the enthusiasm is greater on the part 
of the Air Force than on the part of the other services. I just believe 
the requirements of the Air Force are increasing and they can build 
requirements from excesses of the Navy and the Army. 

Mr. Houirrevp. I wonder sometimes. The Air Force is assigning 
to the General Services Administration quite a bit of common-use items 
for procurement. Of course, the Army and the Navy retain complete 
procurement rights in their own services. It does seem to me the atti- 
tude on the part of the Air Force is to use civilian services, more 50 
than on the part of the other two services. 

Mr. Tot1no. I can go back to the type of property which is handled 
by the Materiels Redistribution Division. t have long believed that 
the greatest source of utilization for military excesses is right in the 
Department of Defense, and when you get into the common-item 
area, those are items of interest not only to the Department of De- 
fense but to the other Federal agencies. This utilization of property, 
primarily military type property, are properties which the Air Force, 
as I see it, would have use for on a military mission rather than 4 
common-use mission. 

Mr. Ho.irtevp. In other words, in setting up new bases and expand- 
ing our perimeter defenses, and so forth, you feel that they would 
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have an opportunity to use a great deal of this material which is no 
longer needed ¢ 

Mr. Torino. Right. There are many, many types of items that are 
Army items or Navy items of a military nature that the Air Force 
has perfectly good use for. 

Commander Tosras. May I give you an example of that ? 

Mr. Hottrretp. Yes, 

Mr. McCormack. Is the Air Force using property in stocking its 
own depots ? 

Commander Tostas. I cannot answer that question. 

Mr. Tottno. I do not think that I understand your question, Mr. 
McCormack, 

Mr. McCormack. Well, the Air Force is expanding very rapidly. 

Mr. Tottno. That is true. 

Mr. McCormack. Sometimes the other departments feel that they 
are doing so at their expense, or at their jurisdiction. For example, 
they are trying to get an Air Force Corps of Engineers, and there is 
some talk of encroaching on the Navy Department. 

Mr. Tottno. I believe that is out of our area. 

Mr. McCormack. I realize that some of these questions must be 
answered by people higher up. I respect your position. 

Mr. Totino. I do know that we do ceo properties. That is our 
job. We are trying to get utilization of what we have. We rob Peter 
to pay Paul sometimes to get that done, but as long as it is in the family 
I think that we are doing a pretty good job. 

Commander Topias. May I give the example? It may clarify the 
point a bit. 

Starting several months back the Air Force started utilizing all of 
the Navy excess anchor chain. They are using this chain, and it runs 
into quite a bit of dollar volume, to erect runway barriers at all of their 
Air Force bases. These barriers are similar to those on an aircraft 
carrier, Since a jet airplane cannot use a reversible pitch propeller, it 
relies 100 percent on brakes, and a brake failure in a jet plane requires 
along landing area. Near the end of the Air Force runways—and it 
is being used on naval air stations—they are erecting a nylon webbing 
barrier across the runway to the ends of which are attached this very 
heavy anchor chain that is excess to the Navy. The chain is ar- 
ranged—and it is rather interesting the way they stack it along the 
runway—so when the plane hits the nylon webbing it will take this 
chain and curl it back upon itself and gradually pick up a greater 
weight of chain and provide a tremendous deceleration force on that 
particular plane. This has saved a number of lives since it has been 
installed on a few of the Air Force bases, and also saved a considerable 
number of planes that would have gone off the end of the runways. 

To date the Air Force has utilized over $1,500,000 in acquisition cost 
of excess anchor chains. They will take it in any condition. Most of 
the Navy chain has been used and, because of stretching and possibly 
because of weak links, it is no longer fit for use in the Navy. The re- 
quirements of the Air Force in the future will be about $8,500,000 more. 
We have outfitted, I think, around 40 Air Force bases and have almost 
200 yet to go. That is an item that Mr. Tolino mentioned as an ex- 
ample of where the Air Force is using an item surplus to another serv- 
ice's needs, and this is a large example of it. 
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Mrs. Grirrirus. Is that chain readily available elsewhere, or would 
they have to wait for it ? 

Commander Tostas. May I answer it this way: So far we have been 
able to find excess Navy chain. The Air Force is anxious to get this 
installed, and of course it is a tremendous saving to the taxpayer be- 
cause new chain is not chea 

Mrs. Grirrirus. One of | the answers really is that it is something 
they need. Necessity is pushing them for the item and it is more easily 
available here really than to buy it, or it is more readily available than 
it would be to order it from some other place. 

Commander Tosras. At least it is available. I am sure that the Air 
Force, if it wanted to, could make a case for not using our chain prin- 
cipally because it is rusted. There might be something they could use 
otherwise that would cost them more money that might do a little better 
job, but they are perfectly willing to use this chain, and in some cases 
to wait for it while we make it available. I would say that the Air 
Force has gone out of its way to achieve utilization on this anchor 
chain. 

Mr. Houirrevp. I want to accept your example and compliment you 
and hope this same willingness to utilize in other areas of material 
is prevalent in other cases. 

Mr. McCormack. What reserve stocks does the Navy have of 
chains ? 

Commander Tosras. There are reserve stocks, Mr. McCormack. In 
many cases chain that is now being used by the Air Force is not stand- 
ard chain. It was procured during the last war and used when the 
Navy had to use what they considered substandard chain. Much of 
it is nonstandard from the point of view of usable chain within the 
Navy today. 

Mr. McCormack. What are the reserve stocks of the Navy? How 

many years ahead are they ? 

Commander Tosras. I do not know. I know that we do have re- 
serve stocks. From a military necessity point of view we have to 
have them because chain is not something that you can get from any 
manufacturer. 

Mr. McCormack. I know that they are wiping out the chain fac- 
tory up in the Boston Navy Yard, and the rope factory. 

Mr. Totrno. I would like to say something about the chain busi- 
ness. 

Mr. McCormack. Why could not some of the good chain that the 
Navy does not have to use be utilized by the Air Force in connection 
with this illustration that you have given us? 

Commander Tostas. I will say this, that because of the urgent re- 
uirements of the Air Force I think that we have pushed the General 
tores Supply Office to speed up the declarations of excess. We have 

tried to assist in getting the chain. How much of the excess stocks, 
if any, have been dipped into, I do not know. I do not mean reserve 
stocks that would be available from the mobilization reserve. [I am 
sure within the limits of standard chain today there are mobilization 
reserve stocks as there are many, many other items maintained by the 
services. 

Mr. McCormack. I want to compliment you gentlemen on your 
testimony. We get a lot of general statements, but it is hard to get 
something pinpointed. 
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Mr. Totxno. I would like to go a step farther on the chains. Dur- 
ing the Korean war we had a scrap drive throughout the Nation. 
The Office of the Secretary of Defense sent a team out to dig up scrap, 
and we found considerable quantities of chain which was under con- 
sideration for scrapping to assist in that drive. It was decided that 
in view of the fact that the chain was in good shape and that the cost 
of new chain at some future date would be much higher then the chain 
they had on hand, and in view of the fact that potential reserves of 
chain were a scrap reserve, really, it was decided that we would not 
touch it unless it was absolutely mandatory to doso. If we had sold it 
3 years ago as we might have done, we would not have had the utiliza- 
tion we have today. ‘The fact remains that the chain, being in long 
supply, being potential scrap and not needed at that time for the scrap 
drive, is used now for some better use. I think that is commendable. 

Mr. Houtrretp. If it is not an ex post facto rationalization for 
hoarding in the past. 

Mr. Totrno. I do not believe it is a matter of hoarding, Mr. Holi- 
field. 

Well, we have the same concept with regard to streetcar rails buried 
under many of our city streets. It was there and we knew it was there 
and it was potential scrap if and when we were actually hunting for 
scrap material. 

Mr. Hotirretp. I would like to get into this reportable and non- 
reportable business because we are getting on a subject quite interest- 
ing. You put this in your reserve, and you did not report this chain. 

Mr. Tortno. No, sir; that chain was reported as being excess chain. 

Mr. Hourrtetp. I see. I should have said that it was reported as 
excess, but not scrapped. 

Mr. Totrno. The only use it could possibly have had would have been 
scrap use. 

Mr. Hotrrrerp. At that time? 

Mr. Tottno. Yes. 

Mr. Hourrretp. Was it reported as scrap? 

Commander Tosras. It was reported as chain, excess chain. 

_Mr. Horrretp. I would like to know how you go about making deci- 
sions as to reportable and nonreportable property. We know from our 
own personal experience on this committee, and from our visits to the 
different depots throughout the Nation, both domestically and abroad, 
that there are tremendous supplies of materials running into the mil- 
lions of dollars; there are tremendous supplies in the warehouses, some 
of it reserve stocks, some of it current stocks, and some of it just sitting 
there apparently without a great deal of attention. Now, what type 
of teams do you have to go around, and I assume that you have teams 
going around all the time screening the stocks in your warehouses, do 
you not ¢ 

Mr. Totrno. We do have within the Office of the Assistant Secretary 
of Defense another division, Mr. Holifield, which concerns itself with 
the management of stocks. 

Our particular area of interest here is after those stocks are declared 
excess, 

Mr. Hotrrtetp. Maybe I shouldn’t ask you that question but go into 
that matter of how materials are determined to be reportable and 
honreportable. 
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Mr. Touino. That I cannot answer, since it relates to stock level; 
and requirements. 

Mr. Houirretp. I will reserve that, then, for someone else. 

Mr. McCormack. Commander, your particular activity is the screen. 
ing. Is that right ? 

Commander Tostas. Yes, sir. 

Mr. McCormack. You have nothing to do with the sale ? 

Commander Tostas. That is right. 

Mr. McCormacg. After the screening comes through the sale process 
comes in and goes back to the declaring agency for disposition ? 

Commander Tostas. That is correct. 

Mr. McCormack. You know nothing about that and you are not 
in a position where you can testify to that ? 

Commander Tostas. That is right. 

Mr. McCormack. Has there gone through your office in the screening 
process any sale or disposition of communication systems at navy yards 
or camps, telephone systems, for example ? 

Commander Tosras. I know of one large telephone system that went 
through recently. It was an Army activity. As I understand it, the 
Army was closing down either the base or a portion of the base. It 
was a 2,400-line automatic dial exchange. 

Mr. McCormack. What became of that? 

Commander Tostras. It went into Saigon, Indochina. 

Mr. McCormack. On the mutual aid program ? 

Commander Tostas. Yes, sir. 

Mr. McCormack. The mutual security program ? 

Commander Tostas. Yes, 

Mr. McCormack. Are there any other installations in connection 
with the disposition of communication systems or power within a 
installation which has come to your particular division ? 

Commander Tostas. I know recently of a rather large generator 
within the State of Massachusetts that is going to be installed in the 
Philippines, not under foreign aid but to be utilized by another Fed- 
eral agency. I believe GSA would know about it. It is the USIA. 

Mr. McCormack. I think you know what I have in mind. 

Commander Tortas. No, sir; I don’t. 

Mr. McCormack. I was perhaps giving you greater credit than you 
are perhaps entitled to. We have evidence there have been about 2 
communication systems located in navy yards and camps which have 
been sold to utilities which the services purchase back. Do you know 
anything about them ? 

Commander Tosrtas. No, sir; I do not, honestly. 

Mr. McCormack, And some 200 more were disposed of, and later 
on some 250? They have not gone through your office ? 

Commander Tosras. Perhaps they were classified as real property; 
Mr. McCormack? We don’t handle real property. 

Mr. McCormack. Some real and some personal, I understand. That 
is the $64 question. Some have been declared personal property and 
some real property. 

Mr. Tolino, do you know anything about it? 

Mr. Torino. I do not know anything about that case. 

Mr. McCormack. Do you know anything about the meeting whieh 
took place in Philadelphia in September of 1954 where studies of a! 
Navy powerplant facilities were being conducted to determine whethe! 
their operations should be discontinued by the Government and th 
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plante turned over to private enterprise? Do you know anything about 
that ! 

Commander Tostas. No. 

Mr. McCormack. Do you? 

Mr. Tottno. No. 

Mr. Houirteip. May I ask Mr. Tolino if you are the only member of 
OSD present this morning ? 

Mr. Totrno. No. 

Mr. Hourrrevp. Do we have any other member of your Department 
who might be responsive to Mr. McCormack’s questions ¢ 


STATEMENT OF 0. H. DERSHEIMER, STAFF DIRECTOR, COMMER- 
CIAL AND INDUSTRIAL ACTIVITIES DIVISION, OFFICE OF THE 
SECRETARY OF DEFENSE 


Mr. Dersuermer. My name is O. H. Dersheimer. I am staff direc- 
tor of the Commercial and Industrial Activities Division in OSD. 
Temporarily I am acting staff director of the Disposal Division. 

I cannot answer Mr. McCormack’s question regarding any Septem- 
ber meeting on powerplants in Philadelphia. I reported to this assign- 
ment in December of 1954, and I do not remember having read of any 
such meeting, nor do I know of it. 

I can give a little information regarding the sale of communication 
systems in shipyards and arsenals by the Communications Division in 
the Office of the Secretary of Defense. I believe those communica- 
tions system that have been disposed of have been sold by negotiated 
sale to the buyer present. That is so in most cases, I believe, and I 
am simply talking from memory here. 

There is only one potential buyer present for a large communication 
system. 

Mr. McCormack. Who is that buyer? 

Mr. Dersuermmer. That would be the local telephone company, 
Pacific Telephone & Telegraph, American Telephone & Telegraph, or 
some other telephone company. 

Mr. McCormack. How many have been disposed of to date? 

Mr. Dersuermer. I cannot answer that, Mr. McCormack. You 
mentioned a figure. I am sure that is pretty accurate. It is not large, 
although I believe there are about 350 of those systems in the country. 
A small amount has been disposed of so far. 

Mr. McCormack. Then the services purchase them back ? 

Mr, DersHErMeER. No, sir. 

The arrangements I am aware of that have been made so far is that 
the services, the Navy or the Army, sell to American Telephone Co. 
and then enters into a contract for the maintenance of communication 
materials, cables, lines, boards, and so on, under contract with the tele- 
phone company. 

Mr. McCormack. They buy back the service? 

Mr. Dersuermer. They buy back the service; yes. 

Mr. McCormack. In other words, they have the communication 
‘ervices in these various camps and navy yards. Then they are selling 
them to either the local utility or the American Telephone & Tele- 
graph, and then making a contract to buy the necessary service back ? 

Mr, DersHermer. That is correct. 

Mr, Houtrretp. May I ask at this point if those 24 telephone ex- 
thanges and equipment which were sold after a declaration of surplus 
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or excess; and, if so, were they declared on the basis of personal or rea] 
property ¢ 

Mr. Dersuermer. If I may answer that from my own knowledge, 
which may not be accurate because in our Division we have not been 
made aware, except by seeing correspondence, of actions which have 
transpired regarding these sales. But I can answer the question. 

Mr. Houiriecp. We would rather not have inaccurate answers, sir. 

Will you please give us the name of the individual we can call 
before this committee to get the answer 4 

Mr. Dersuetmer. That request should go to Mr. Pike. 

The staff director of the Communications Division is Mr. Garner, 

Mr. McCormack. If it was declared surplus or excess on a personal 
property basis, then it would go to the screening division, would it 
not ? 

Mr. DersHetmer. I cannot answer that, sir. 

Mr. Torino. It would, Mr. McCormack. If it was personal prop- 
erty and it was reportable it would go to the screening agency of the 
Department of Defense. 

Mr. McCormack. If it was real estate it would not ? 

Mr. Torino. That is right. 

Mr. McCormack. Where does the real property go? 

Mr. Totino. Real property is another directorate of Mr. Pike's 
office. I cannot answer that. 

Mr. McCormack. In other words, whatever is done in that field is 
done at a higher level than at your field ? 

Mr. DersHermer. It is another level. 

Mr. McCormack. Another level ? 

Mr. Toutno. Yes. 

Mr. McCormack. I accept the amendment. 

Mr. DersHetmer. I didn’t mean to correct, sir. 

Mr. McCormack. I thoroughly respect your observation because 
that shows respect for your activity. 

Mr. Tottno. We have our hands full with personal property right 
now. 

Mr. McCormack. Do you know of any powerplants ? 

Mr. Dersuermer. No, sir. That is a field we have not gotten into 
in our Division. 

Mr. McCormack. I will not ask you about what you may have gotten 
by hearsay or anything of that kind when we can get the best evidence 
ourselves. 

I will not pursue this questioning because it is not within your field 
of activity and you have to rely more or less on what you have heard 
through the grapevine, and you would be entering into some other 
field which might result in embarrassment to you. 

Mr. Ho.trrevp. Will you convey to Secretary Pike our greetings 
and our interest in this matter ? 

Mr. Dersuermer. Yes, sir. 

Mr. Houirrerp. And ask him to designate some member of his staff 
who is informed on this subject and supply that name to Mr. Balwan, 
director of our staff ? 

Mr. Dersuermer. I will do that. 

Mr. McCormack. Certainly none of this was known so far as I 
know by any Members of Congress. It is something I accidentally 
ran across. We would like to know how the decision was arrived %, 
at what level, and the purpose of it. 
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Mr. DersHEIMER. Yes, sir. 
Mr. HouiFretp. We would like to know about the powerplants, com- 
munication facilities, or any other civilian types of utility services 


which have been disposed of by the Department of Defense. 
Mr. McCormack. The price arrived at, what it was sold for, and 


also what the contract is for the rendering of services. 
Mr. Houirretp. And what savings are involved through these sales 


to the Department of Defense. 
Mr. DersHeimer. Yes, sir. 


Mr. McCormack. And the number of permanent help in the various 
branches.. In other words, we want the whole story. 


Mr. DersHetmer. All right, sir. 
(The material referred to follows :) 


ASSISTANT SeERETARY OF DEFENSE, 
SupPty anp LoGIsTICs, 
Washington 25, D. 0., October 10, 1955. 
Mr. Rosert McE troy, 
Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives. 

DEAR Mr. MCEtRoY: This refers to hearings held on May 23, 1955, and June 10, 
1955, by the Subcommittee on Military Operations of the Committee on Govern- 
ment Operations, House of Representatives, at which Assistant Secretary of 
Defense Pike and members of his office submitted testimony. 

Returned herewith are the related galley proofs which were reviewed by this 
office. Recommended corrections have been noted in the columns. 

With respect to Mr. Dersheimer’s testimony contained on page 175, FBU- 
LINO, of the attached proofs, the following data are furnished: 

“Information regarding the sale of Government telephone systems located at 
certain military installations was contained in a letter dated September 26, 
1955, from the Assistant Secretary of Defense (Supply and Logistics) to Con- 
gressman Holifield in reply to his letter of July 7, 1955. 

“No powerplants or other civilian types of utility services, with the exception 
of telephone systems, have been sold by the Department of Defense since Novem- 
ber 1952. Proceedings are underway, however, to dispose of such utilities but 
the actions have not been completed.” 

I trust this information satisfies your requirements in this matter. 

Sincerely yours, 
R. C. LAMPHIER, Jr., 
Deputy Assistant Secretary of Defense (Supply and Logistics). 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY ANpD LOGISTICS, 

Washington 25, D. 0., September 26, 1955. 

Hon. CHET HOLIFIELD, 
Chairman, Military Operations Subcommittee, 
Committee on Government Operations, 
House of Representatives. 

Dear Mr. Horir1etp: This is in further reference to your letter of July 7, 1955, 
in which you requested information regarding the sale of Government-owned tele- 
phone facilities located at certain military installations. 
_ In order to effect maximum economy and efficiency in the provision of admin- 
istrative telephone service at military installations, the Secretary of Defense 
on October 9, 1952, directed the military departments to make all practicable 
utilization of the facilities and services of commercial telephone companies to the 
extent that such facilities are reasonably and adequately available on a contract 
basis (Department of Defense Directive No. 4640.2). Pursuant to this directive, 
the military departments have been reviewing their ownership and operation 
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of telephone systems at various installations to determine the need for continuing 
Government ownership and maintenance thereof as contrasted with obtaining 
such services on a contract basis through commercial telephone companies. 

As a result, during a period between January 1, 1953, and June 30, 1955, 21 
telephone systems or parts thereof were sold by the military departments to 
telephone companies which are now under contract to furnish the services to the 
installations. Im no case was there any real property transferred, other than 
such real property interests as related to the granting of necessary easements or 
licenses. It is believed that the property should be considered in the nature of 
improvements located on real property and necessary for operations conducted 
at the installation. So considered, the property sold falls within the provisions of 
the regulations of the General Services Administration governing the disposal of 
real and related personal property, which since December 1953 have required that 
General Services Administration be notified when the proposed property is con- 
sidered excess property for sale. 

In 14 of the 21 cases the sales involved only the outside distribution facilities 
inasmuch as the switchboards connected thereto were owned by the telephone 
companies. In addition, most of the sales were made in connection with the 
major expansion or rehabilitation of the telephone system at each installation. 

In each case, prior to the sale of the telephone facility, it was determined that 
the services furnished by the Government-owned facility could be satisfactorily 
and economically furnished on a contract basis by the telephone company. The 
facilities purchased by the companies, with minor exceptions, remained located 
at the installations, and responsibility for the maintenance and replacement of 
the equipment was assumed by the companies. Four cases involved Government 
owned and contract-operated installations where the telephone companies were 
to furnish service directly to the contractors. One case involved family housing 
where the telephone company was to furnish service directly to the tenants. In 
all cases the companies by separate contracts were required to furnish telephone 
service to the installations as and when needed at tariff rates established by the 
local jurisdictions. 

As to the extent of General Services Administration participation in the deci- 
sion to sell, a review by my office last March indicated that some sales of tele- 
phone facilities, particularly by the Department of the Army, had been made on 
an advertised competitive-bid basis and, consequently, under General Services 
Administration regulations, were sold without further referral to that agency. 
In order to insure closer cooperation with General Services Administration the 
military departments, on March 16, 1955, were. directed to submit all proposals 
to sell such facilities to my office in order that the proposed sales might be cleared 
with the General Services Administration prior to their consummation. 

The enclosures list those facilities sold, their location, the acquisition cost or 
the reproduction cost (where the acquisition cost cannot be ascertained), the 
number of years they have been in use, the sales price, and the date of sale. 

I trust that this information will meet your needs. 

Sincerely yours, 
Tt. ¥. PIKE. 
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GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., December 16, 1955, 


Re sale of Government-owned telephone communication faciilties 


Mr. MIcHAEL P. BALDWIN, 
Staff Director, Subcommittee on Military Operations, 
Committee on Government Operations, 
House of Representatives, Washington 25, D. C. 


DeaR Mr. BALDWIN: During the hearings of your subcommittee on the recom- 
mendations of the Commission on Organization of the Executive Branch of the 
Government relating to surplus property, it was requested that this agency 
furnish you with such information as we might have on communication facili- 
ties at military bases which are either contemplated for sale or have been sold, 

Our records indicate that only three such proposed sales were submitted to 
this agency for authorization prior to their accomplishment. Two cases orig- 
inated with the Department of the Navy on March 15 and May 9, 1955, relating 
to facilities at Mare Island Naval Shipyard, Calif., and Camp Langdon Annex, 
New Castle, N. H., while the third case originated with the Assistant Secretary 
of Defense on May 28, 1955, relating to a facility at the Naval Supply Depot, 
Bayonne, N. J. 

Copies of correspondence relating to each of the above cases, taken from the 
records of this agency, are enclosed herewith. 

Sincerely yours, 
J. H. MACOMBER, Jr., 
Acting General Counsel. 


JUNE 1(1, 1955. 


Re Sale of Telephone Cable Distribution Plant, Camp Langdon Annex, New 
Castle, N. H. 
The honorable the SECETARY OF THE NAvy, 
Washington 25, D. C. 

DEAR Mr. SECRETARY: Letter from Mr. David W. Agnew, manager, Operations 
Branch, Real Estate Division, Bureau of Yards and Docks, dated May 9 requests 
permission to negotiate the sale of the surplus telephone cable distribution 
plant within the Camp Langdon Annex of the United States Naval Retraining 
Command, New Castle, N. H. It is understood that the disposal of this property 
is being accomplished by your Department pursuant to general authority dele- 
gated to it by provisions of General Services Administration regulation 2-V- 
201.02. 

Based upon the representations made in the letter of May 9, you are hereby 
authorized to negotiate the sale of the telephone cable distribution plant. 

This authorization is subject to understanding that it does not create prece- 
dent for future cases; that we are expressing no opinion as to sales price; that 
you have submitted to appropriate committees of Congress explanatory state- 
ment required by section 203 (e), Federal Property and Administrative Services 
Act of 1949; and that at least 30 days from date of notification to committees of 
Congress shall be permitted to elapse without receipt of adverse comment from 
committees before disposal is consummated. 

Cordially yours, 
(Signed) EpmMuNp F. MANSURE, 
Administrator. 


DEPARTMENT OF THE NAVY, 
BUREAU OF YARDS AND Docks, 
Washington, D. 0., May 9, 1959. 
ADMINISTRATOR OF GENERAL SERVICES, 
General Services Administration, Washington, D. C. 


Dear Sir: The Department of the Navy, as the designated disposal agency, 
proposes to sell the Government-owned telephone cable distribution plant within 
the Camp Langdon Annex of the United States Naval Retraining Command, New 
Castle, N. H., to the New England Telephone & Telegraph Co. 

An appraisal has been made of the plant and it has been determined that the 
sale price of $671 represents the fair value of the property. It has been deter- 





ON, 
6, 1955, 


he recom- 
ch of the 
iS agency 
on facili- 
een sold, 
mitted to 
ses orig- 
, relating 
n Annex, 
Secretary 
ly Depot, 


from the 


7. 
ounsel, 


1, 1955. 


ex, New 


erations 
requests 
tribution 
‘training 
property 
ity dele- 
on 2-V- 


» hereby 
int. 

fe prece- 
ce; that 
‘vy state- 
Services 
ittees of 
nt from 


E, 
rator. 


agency, 
| within 
nd, New 


that the 
n deter- 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 311 


mined also that the telephone facilities can be more economically maintained 
by the telephone company and that ownership, maintenance, and operation of the 
plant by the New England Telephone & Telegraph Co. will be in the best interests 
of the Government. 

The New England Telephone & Telegraph Co. is the only company serving 
the community and as the plant is being sold for in-place use no useful purpose 
would be served by advertising this property for sale. 

In accordance with the Federal Property and Administrative Services Act 
of 1949, as amended, explanatory statements pertaining to the proposed nego- 
tiated disposal were submitted to the appropriate congressional committees on 
January 28, 1955. 

It is requested that this Department be authorized to negotiate the aforesaid 
sale pursuant to the provisions of section 203 (e) of the aforementioned act. 

Sincerely yours, 
Davip W. AGNEw, 
Manager, Operations Branch, Real Estate Division 
(By Direction of Chief of Bureau). 


JUNE 10, 1955. 
Re telephone cable plant, naval supply depot, Bayonne, N. J. 


The honorable the SECRETARY OF DEFENSE, 
Washington, D.C. 

DEAR Mr. Secretary: Letter from Mr. T. P. Pike, Assistant Secretary of De- 
fense, dated May 28, requests permission to negotiate the sale of the surplus 
telephone cable distribution plant within the Naval Supply Depot, Bayonne, 
N. J. It is understood that the disposal of this property is being accomplished 
by your Department pursuant to general authority delegated to it by provisions 
of General Services Administration Regulation 2—V—201.02. 

Based upon the representations made in the letter of May 28, you are hereby 
authorized to negotiate the sale of the telephone cable distribution plant. 

This authorization is subject to understanding that it does not create precedent 
for future cases, that we are expressing no opinion as to sales price, that you have 
submitted to appropriate committees of Congress explanatory statement required 
by section 203 (e), Federal Property and Administrative Services Act of 1949; 
and that at least 30 days from date of notification to committees of Congress 
shall be permitted to elapse without receipt of adverse comment from committees 
before disposal is consummated. 

Cordially yours, 
(Signed) EpmMunNpD F. MANSURE, 
Administrator. 


ASSISTANT SECRETARY OF DEFENSE, 
SUPPLY AND LOGISTICS, 
Washington, D. C., May 28, 1955. 
Hon. EpMUND F. MANSURE, 
Administrator, General Services Administration, Washington, D. C. 


DeaR Mr. MANSuRE: The Department of the Navy proposes to sell the Gov- 
ernment-owned telephone cable plant at Naval Supply Depot, Bayonne, N. J., to 
the New Jersey Bell Telephone Co. The telephone company will provide the 
complete service to the Navy in accordance with published tariffs and regulations 
in the same manner as it provides services to other large commercial and indus- 
trial customers. 

The facilities to be sold consist of the cable distribution plant excluding secur- 
ity communication facilities such as fire-alarm circuits except where the latter 
are in the same cables as the administrative telephone system. A cost study 
indicates that savings in the amount of approximately $5,000 can be effected an- 
hually by the rental of this system from the telephone company in lieu of Gov- 
ernment ownership and maintenance of the facility. Moreover, sale of the cable 
distribution system will eliminate an undesirable divided ownership situation 
inasmuch as the telephone company already owns the PBX equipment and leases 
it to the Navy. 


64721—_56——21 
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The New Jersey Bell Telephone Co. has submitted a proposal to purchase the 
Government-owned cable plant for $54,474. The fair value is now being estab- 
lished by the Navy, and the sale, if consummated, will be at the fair market 
value as determined upon the conclusion of negotiations with respect to the in- 
dividual items of equipment. 

As the New Jersey Bell Telephone Co. is the only company serving the com. 
munity, and as the telephone system is being sold for in-place use, no useful pur- 
pose would be served by advertising availability of this property for sale. 

It is requested that this Department be authorized to negotiate the afore- 
mentioned sale pursuant to the provisions of section 203 (e) of the said Federal 
Property and Administrative Services Act of 1949, as amended. 

Sincerely yours, 
T. P. Pres. 


May 11, 1955. 
Re Mare Island Naval Shipyard, N-Cal—236, Vallejo, Calif., DoD No. 52 
The honorable the SECRETARY OF THE Navy, 
Washington, D. C. 

Drak Mr. SECRETARY: Letter of March 15, signed Comdr. F. M. Mosley, CBC, 
USNR, Director, Real Estate Division, Bureau of Yards and Docks, requested 
authorization to negotiate sale of surplus telephone distribution system located 
at Mare Island Naval Shipyard, Vallejo, Calif. 

It is understood that disposal of this telephone system is being accomplished 
by your Department under general authority delegated to it by GSA Regulation 
2-—V-—201.02. 

Based on representations made in letter of the 15th, you are hereby authorized 
to negotiate the sale of the telephone distribution system. 

This authorization is subject to understanding that it does not create precedent 
for future cases; that we are expressing no opinion as to sales price; that you 
have submitted to appropriate committees of Congress explanatory statement 
required by section 203 (e), Federal Property and Administrative Services Act 
of 1949; and that at least 30 days from date of notification to committees of 
Congress shall be permitted to elapse without receipt of adverse comment from 
committees before disposal is consummated. 

Cordially yours, 
(Signed) Epmunp F. MANSURE, 
Administrator. 


DEPARTMENT OF THE NAVY, 
3UREAU OF YARDS AND DOCKS, 
Washington 25, D. C., March 15, 1955. 
ADMINISTRATOR OF GENERAL SERVICES, 
General Services Administration, 
Washington 25, D.C. 

Dear Str: The Department of the Navy, as the designated disposal agency, 
proposes to sell the Government-owned telephone distribution system at the Mare 
island Naval Shipyard, Vallejo, Calif., for the sum of $343,000 to the Pacific 
Telephone & Telegraph Co. for in-place use. Necessary expansion of the existing 
telephone system will be accomplished by the telephone company and the existing 
and new facilities will be integrated. The telephone company will provide serv- 
ice to the Navy in accordance with published tarifis and regulaitons in like manner 
as it provides service to other large commercial and industrial customers. 

The telephone system consists of switchboards, public address system, telephone 
instruments, interior wiring, portions of the outside cable, above and _ belo\ 
ground, and accessory equipment. The fair value of the telephone system has 
been established by the Navy and is based on the estimated cost to replace the 
existing facilities at present-day prices less observed depreciation determined 
from actual inspection of the present physical condition of the property proposed 
for sale. It has been determined that improved communications will result from 
the sale, that service reliability will be improved, and a higher level of commun! 
cations will be maintained. Greater flexibility to meet fluctuating military 
demands will be obtainable, particularly during periods of reduced missions. It 
is considered that ownership, maintenance, and operation of the telephone sys 
tem by the telephone company will be in the best interest of the Government. 
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As the Pacific Telephone & Telegraph Co. is the only company serving the com- 
munity and as the telephone system is being sold for in-place use, no useful pur- 
pose would be served by advertising availability of this property for sale. 

In accordance with the Federal Property and Admiinstrative Services Act of 
1949, approved June 30, 1949, as amended, explanatory statements pertaining 
to the aforesaid negotiated disposal are being submitted concurrently to the Com- 
mittees on Government Operations of the Senate and House of Representatives. 

It is requested that this Department be authorized to negotiate the afore- 
mentioned sale pursuant to the provisions of section 203 (e) of the said Federal 
Property and Administrative Services Act of 1949, as amended. 

Sincerely yours, 
‘. M. Mostey, 
biidifediae CEC, USNR, 
Director, Real Estate Division 
(By direction of Chief of Bureau). 

Mr. Houir1eLp. Had you finished your statement ¢ 

Commander ‘Tose as. A little more. I have an answer to one of Mr. 
McCormack’s previous questions. 

He asked in the Air Force utilization figure for the month of April, 
what were the categories of material which represented large dollar 
values. I have 4 or 5 here now which I believe will answer your 
question. 

During that month the Air Force utilized $246,000 in electronics 
material ; $280,000 in pumps and compressors ; almost $60,000 in hand 
tools. 

Twenty-four thousand dollars in refrigeration and air-conditioning 
equipment. 

Mr. McCormack. Mrs. Griffiths asked you a question which I 
thought was a very good one, information on the class of property 
declared surplus and utilized by some other branch. 

| realize the chairman said there were thousands of items involved. 
but would it not be possible’ to take the year of 1954, say on one item 
such as furniture, what was declared surplus or excess and what was 
purchased by those departments. 

Commander Tostas. If it were just a dollar value figure, Mr. oo 
Cormack, and that is about all we could give, I think it would be : 
little unfair unless you got down to the actual items, and that woul 

require a tremendous amount of research. I don’t know just how 
accurate, going back, we could get that. 

But the dollar figures would be available, the total for that one 
particular grouping of material. 

Mr. McCormack. That would be helpful. 

Commander Tosras. Except that it might be unfair, because they 
might be dissimilar items within that one broad category. 

Mr. McCormack. If you had one class and then several items, such 
as chairs and desks broken down, wouldn’t that fairly represent the 
pic ture ¢ 

Commander Topras. We could not go that far in our office. We were 
under a broad commodity grouping during 1954. 

To do it in the future, it would be a considerable volume of work. 
but I would s ay it could be done. 

Mr. McCormack. What is that again? 

Commander Tostras. It could be done. 

Mr. McCormack. I was just pursuing what I thought was a very 
good question asked by Mrs. Griffiths, breaking it down into one class. 

Commander Tostas. Yes, sir. 
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Mr. Houirretp. Commander, I might note that the items which you 
furnished me total in round numbers $600,000 as against a $3.8 million. 
Commander Tosras. Another large category not included in that 
would be anchor chain. During the month of April there was a con- 
siderable dollar volume of anchor chain which went to the Air Force, 

Mr. Hortrreip. Mr. Lipscomb has some questions. 

Mr. Lirescoms. I would like to go back to the form 120 and clarify in 
my mind the procedure you used in working on that form. 

Commander Tostras. Yes, sir. 

Mr. Liescoms. Where is the form 120 made out? At what level? 

Commander Tosias. It could be made out at two different levels— 
one by the activity actually holding the excess material. The other 
way would be by the centralized inventory control point which would 
make that out showing on it a total of the particular item and break- 
ing the total down by various locations, two or more locations. 

Mr. Liescoms. When a form 120 comes to your office it is completely 
made out ? 

Commander Tostas. Yes, sir. 

Mr. Lirscoms. Then the different code numbers and sections are 
filled out completely ? 

Commander Tosias. We do add certain coding information to use in 
electrical accounting machines to develop the statistics I have been 
using. But essentially all the information is provided by the activity 
which prepares the report. 

Mr. Liescoms. Then the fair value in the last column on the form 
120 is written on the form at the installation level sometimes? 

Commander Tostas. That is exactly right. Most of the time it is 
made out at that level but if we have the formula we could make it out 
in our office if it were left blank. , 

Mr. Lirscoms. The formula is contained on the back of the page? 

Commander Tostas. Yes, sir. 

Mr. Lirscoms. And regardless of the age of the equipment listed, 
the fair value never is over 50 percent of the acquisition cost ? 

Commander Tostas. That is correct, sir. 

Mr. Lirscoms. And no place on the form is there any provision 
for information which would tell how old the equipment is which is 
being declared excess? 

Commander Tosias. Not generally the actual age. However, it 1s 
given for example where you are declaring a truck. You would have 
a model year on that truck, and also certain other types of equipment 
would show the year. 

You can get an idea of the age from the condition code which is in- 
cluded. It is not a good idea cca you might use something hard 
for a year and it would become a reparable item, in R-2 or R-3 condi- 
tion. 

Mr. Lirscomp. Is it possible that an item could be acquired in the 
month of January and declared excess in the month of February! 

Commander Tostas. It would be possible but I know of no examples 
where that could happen. It would be extremely unusual. 

Mr. Lirscoms. Are these forms 120 audited in any way in your office’ 

Commander Tosras. They are audited to provide complete informa- 
tion and we will get complete information by one means or another. 
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They are further audited to classify them by Federal stock group, to 
check to see that they apply to the proper Federal stock group. 

Then additional information is entered to classify them as to con- 
tractor, inventory, foreign excess, and so on. These are codes used in 
our office so we can develop breakdowns and statistics. 

Mr. Lipscoms. I would like to ask about an item in this Federal 
supply classification group 51 of the exhibit you presented to us. 

Commander Tostas. Yes, sir. 

Mr. Lirscoms. You don’t have a copy ? 

Commander Tostas. No, sir. 

Mr. Lipscoms. I have picked the largest item in this catalog, and 
note that one of the figures has been changed. It was the total cost 
which is in square No. 3, and it was changed evidently by pencil from 
$52,000 to $50,000. 

Would that have been done in your office ? 

Commander Tosras. Normally it would not. One reason that might 
be done would be for withdrawing that item from excess before it came 
tous. That would change the dollar-value figure. It could have been 
a clerical error or it could have been for a number of other reasons. 
We audit to make sure the extensions are accurate, and we use some 
judgment quite often where something obviously carries the wrong 
price. 

Mr. Lirscoms. This particular example is on page 16 of this catalog, 
and it is one of the cases where the catalog lists some pliers which 
are somehow concerned with magnetrons, and it is some equipment 
listed at 4 or 5 different Naval bases. 

The figure in column 3 has been changed but the quantity on the 
supplemental and continuation sheet has not been changed. 

I was just wondering how that would be reconciled when the report 
says that there are 2,139 units and yet there are only 2,081 units avail- 
able, and then the units have not been changed but yet the cost has 
been changed. 

How would the people who want to utilize this equipment know in 
case they ordered 52 more pieces of equipment than were available? 

Commander Tostas. Is there a unit price there ? 

Mr. Lipscoms. Yes. 

Commander Tostas. They could develop that from the unit price 
if there were an error in the extension. 

Mr. Liescoms. But in your office you do not pay attention to the 
extensions or the unit price. 

Commander Torntas. We do. We audit the extensions but we can 
make mistakes, too, of course. 

Mr. Lirscoms. The reason for my questioning is that I wondered 
how much auditing you make of the items which come through your 
oflice, or whether this is just purely mechanics. 

Commander Tosras. There is considerable auditing done. We can- 
not catch all the errors. It is physically impossible. 

Mr. Liescoms. I might point out in this particular case it even goes 

further. 
_ There are only 2,081 pieces of equipment available. The total cost 
is changed to a figure which would indicate that there was a shortage 
of 58 units. This whole page 16 does not figure out to what is con- 
tained in the catalog. 
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Commander Tosrtas. If I may examine that I perhaps can answer 
the question better. It could be an error. 

Rather than delay it I would like to go ahead. We will reaudit it 
right here. 

Mr. Lirscoms. My interest was in the mechanics in your office in 
processing the form 120, which is really the root of the entire area of 
your work; is it not? 

Commander Tostas. Yes, sir. Everything that is on the face of 
that form gets a thorough going over. There will be errors many of 
which can be corrected at the time we would utilize that item or trans- 
fer it. 

We have had General Services Administration correct some of our 
errors when they have been forwarded to their office. 

These are not the usual] thing, if you follow me, but in the type of 
eudit we have to do, in processing an average of 300 or 400 of these 
every day, some of them on multiple sheets, there is possibility of some 
error. 

Mr. Lirscoms. How many people do you have on this staff ? 

Commander Tosras. In my office? 

Mr. Liescoms. Working on this particular item ? 

Commander Tosras. The total in my office is 61 civilians and 2 offi- 
cers, with liaison officers from each of the other 3 services, which 
makes a total of 5 officers. 

Mr. Lirscoms. What experience do you have with tenure of people 
in your office ? 

Commander Topras. One of my predecessors, an officer, was there 
over 4 years. The civilians are of long-range tenure. There is little 
turnover among civilians. 

Mr. Houtrtevp. I would like to ask a question about the screening 
while we are waiting on that other matter. 

The Hoover Commission is asking for screening by class servicewide 
wherever it would be conducive to better sales and better knowledge of 
how much excess or surplus you actually have in a certain class. 

Have you tried that out even to a limited extent by asking for dee- 
larations of certain classes throughout the service as of a certain date! 

Commander Tortas. I wouldn't want to antic ipate Mr. Pike’s com- 
ments on the Hoover Report. 

Mr. Hoxtrtetp. Have you done it in the past ? 

Commander Tosras. But to answer part of your question, we now 
have all reports categorized by Federal stock group. That has been 
in effect since the 28th of February of this year. 

The group is a two-digit number. As time goes on we want to get 
that into the four-digit class of the Federal stock number which w ould 
be the group plus the class, and we hope to start that very shortly. 

Mr. Ho.trtevp. Then the answer is that to date you have not? 

Commander Tostas. Except as far as the 99 groups are concerned, 
the first two digits. 

Mr. Houirretp. That is why your answer as to furniture a minute 
ago, you were not able to differentiate between, let us say, office furni- 
ture and household furniture, but you do have the group designation 
on furniture ? 

Commander Tostas. Yes, sir. 

Mr. Houirre.p. Later on will you have that broken down to where 
you could make the answer on both classes? 
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Commander Tostas. Yes, sir. 

Mr. Howirtetp. Both classes—is that right? Groups and classes is 
what I want to use ? 

Commander Tosras. Yes; eventually when the stock catalog is in use 
throughout the services it will go down to the actual stock number. 

Mr. Hoxtrretp. Without committing Mr. Pike as to what his atti- 
tude will be on this, from your experience in screening does that seem 
to be a practical recommendation ? 

Commander Tostas. I can answer it 

Mr. Hoxtrretp. I am asking you as an individual with your exten- 
sive experience in the field, and probably as a personal interest because 
I have been interested in seeing this particular thing tried on some of 
the major items. I recognize you have such a multiplicity of items 
you could not try it on al] items, but there are certain major categories 
of items where it seems that could be done. 

Commander Tosras. We may not at the moment be talking about 
the same thing—it has occurred to me you are referring to a time- 
phased reporting of material by class? 

Mr. Houirrevp, Exactly. 

Commander Tostras. Initially I had not thought you meant that. 

[ would not be qualified to express an opinion on that even if I could 
because the question concerns inventory control. It runs across the 
whole phase of the stock status reporting within the services, of both 
active stock and excess stock. 

Mr. Horrrreip. Certainly it would require the reporting of inventory 
at each camp, station, and depot of a class along with a computation 
of their normal need and an indication of that camp, station, or depot 
that in their opinion a certain amount of this was excess to their needs, 
and then when all of the reports came in on it you pretty well could 
balance it as to the total need of the service and see if there was actual 
excess over all. 

Commander Tosras. I will say this much—as it concerns only our 
office we can operate under that procedure. ' 

Mr. Horirretp, That is what I mean. That would be the procedure 
you would have to operate under, would you not? 

Commander Tostas. Yes, sir. 

Mr. Horrrtetp. Then I suppose each service would have to balance 
its common items with the other service to find out if the other service 
needed any of the items which were in excess in that class? 

Commander Tostas. In some cases that is being done right now, even 
on active stock, where there are cross-servicing arrangement between 
the services, where a long supply position is made known, let us say 
within the Navy, to the Army and the Air Force, and before the 
material actually would become excess those transfers are arranged. 

_ It is easily accomplished now where material is under centralized 
inventory control. 

Mr. Honirtetp. How do you handle the financial part of that? Does 
one service buy from the other? Is there credit given by one service to 
the other ¢ 

Commander Tostas. On transfers of excess property ? 

Mr. Houtrretp. Yes. 

_Commander Tostas. We have, as you know, stock fund property, 
financed under stock fund arrangements. 
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Mr. Hotrrtevp. Yes. 

Commander Tostas. Both in the Army and Navy, and there is much 
of it coming into being in the Air Force. 

Where an item is carried in the stock fund and declared as such, any 
transfer to another military activity, or to a Federal civilian agency, 
is transferred at the fair value price which Mr. Lipscomb was men- 
tioning a few moments ago. 

Mr. Houtrrevp. On a reimbursable basis? 

Commander Tosras. On a reimbursable basis. Of course that 
amounts ultimately to an adjustment in the stock fund. It is a paper 
transfer of funds. That is all it is. 

Mr. Hotrrterp. Is there any obstacle there on the part of an inability 
to agree upon the fair value and therefore reluctance on the part of the 
buying concern to accept used material or material which is being held? 

Commander Tosras. I would not say there is any reluctance. I 
would say that the requesting activity, since it requires a transfer of 
funds, would possibly inquire more into the actual condition of the 
material, especially if it were used material, before it made the outlay 
of funds, because in many cases if the inquiry was not made and the 
condition was misreported—and of course conditions are a matter of 
opinion, it is hard to make a formula as to condition—the property 
possibly would not meet the needs of the requesting activity. 

The activity in effect would have then bought something it couldn't 
use. There is certainly that hesitancy, if it could be called even that, 
when it comes to stock fund material. 

Mr. Houtrtexp. I can see where that would be a normal attitude. 
I am wondering if there could be any kind of a bookkeeping formula 
which would simplify that exchange of materials so it would acceler- 
ate the exchange of materials without penalizing financially either the 
buyer or seller? 

Commander Tostas. I am sure there might be some arrangement 
made but I would not want to comment upon what the—what effect 
that might have on the use of stock funds. Supply discipline is pro- 
vided in the services through the use of stock funds. 

Let us put it this way: The formula is not always adhered to in the 
transfer of stock fund material. A recent example is the large quan- 
tity of oil drums which were made available due to the closing down 
of Naval Supply Depot, San Pedro, which of course is not yet com- 
pletely closed down and may extend for another year, as I under- 
stand it. 

Mr. Ho.trtevp. It might interest you to know we are having hear- 
ings on that on the 20th and 21st. 

Commander Tostas. I had better not comment on it at all, then. 
except insofar as the drums are concerned. The drums that have been 
at San Pedro are being taken by the Army, Army Quartermaster 
Corps, on a negotiated transfer basis, reimbursable basis, and I am 
not completely sure on this but I understand it is at less than the fair 
value formula. 

That is one example where negotiation between the two parties con- 
cerned has resulted in a difference between the fair value formula ané 
the price actually charged. 

r. Houirrmetp. My interest in pursuing this question is this: If 
service No. 1 has an excess amount of a certain material, service No. | 
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9 needs it, and they cannot get together on the price, the reimbursable 
price for transfer, service No. 2 will say, “We have allowed for that in 
our budget and we will go out and buy new equipment.” 

Service No. 1 would be left with the excess, which would be surplus, 
and probably it would be scrapped at a price much less than its use 
value to service No. 2, or even as fair value, because of a bookkeeping 
impasse, you might say, in stock fund adjustments. 

Commander Tostas. Yes, sir. 

Mr. Houirretp. We have been informed that this situation has 
existed many times and there is a reluctance, therefore, for one service 
to use the excess of another service. 

Mrs. Grirrirus. I would like to ask a question, Mr. Chairman. 
Could we see the examples where the Department of Defense has 
objected to a service ordering new equipment when old equipment 
has been available, used equipment has been available, and see the 
answers that the services made? 

Mr. Tottno. Objections to it? 

Mrs. Grirrirus. Yes, your objections plus their answers. Could 
we see perhaps three examples of that? You pointed out that it was 
because they required a different standard. 

For instance, suppose you had available 2-yard dump trucks, and 
they ordered 3-yard dump trucks? I would think you would have 
todo an awful lot of explaining. 

Mr. Tortno. By standards I did not mean that type of standard. 
1 meant, for example, coiled wire rope having rubber insulation of so 
many hundredths of an inch, required for a specific purpose, and the 
same diameter wire rope having the rubber installation just a little 
thicker for a specific purpose. 

That is what I meant by standards. 

Mrs. Grirrirus. I heard of a case recently in the Army where the 
difference was a half inch in the top of a desk and they were ordering 
brand new desks. That was the total difference. 

Mr. Torino. In my mind that would be ridiculous. 

Mrs. Grirrirus. It was done, though. 

Mr. Totrno. -A case such as that I would be interested in myself. 

Mrs. Grirrirus. For your never having called anyone down on this 
means there is 100 percent compliance with the order. I don’t believe 
there is such a thing. 

Mr. Torino. We have through the Office of the Secretary of Defense 
put out instructions and directives which are binding on military 
departments, and in turn they put out their regulations to the field 
and to the procuring agencies. 

We have every reason to believe they are complying with these 
regulations. If they are not someone is being negligent in his job. 

To my personal knowledge I could not dig up three cases for which 
you ask. I could ask the services if it was necessary to bring to our 
ettention where that possibly could have happened, but I know of no 
specific case. We have to believe in our directives and that they are 
oa their job, just as Congress puts out a law and we have to abide 
ry it. 

Mr. Horirteicp. You might check and see if you have such examples 
is Mrs. Griffiths has asked. If you have I am sure you can produce 
them without too much trouble. 





320 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Totrno. All right, sir. 

Mr. Houtrretp. Are there any further questions ? 

Mr. McCormack. Who can we contact on the question of surplus 
and sales, someone who can testify on that? 

Commander Tostas. I believe that is scheduled for the first part of 
the week. 

Mr. Houtrtevp. That is right. 

Mr. McCormack. May I ask Mr. Thomas a question ? 

Mr. Houirrevp. Yes, sir. 

Mr. McCormack. Or any of the General Services. 

You know now that the Donable Property Act has become law? 

Mr. Tuomas. I got a copy this morning in my incoming basket. 

Mr. McCormack. Signed by the President on June 3. Has the 
GSA issued all necessary implementing regulations with respect to this 
statute so far as personal property is concerned ? 

Mr. Tuomas. Issued prior to that act. That was done April 7. 

Mr. McCormack. In other words, you anticipated this and worked! 

Mr. Tuomas. We did, and the date of our regulation transmittal 
was the 7th, and the agencies always have 30 days to implement our 
regulations. We did it thinking that it would be through in time to 
hit that date. 

Mr. McCormack. Have you any report as to whether the principal 
disposing agencies, such as Defense Department, Atomic Energy, 
Veterans, Agricultural, and so forth, have issued implementing regu- 
lations covering the exchange and sale transactions, stock fund prop- 
erty, and other property # 

Mr. Tuomas. We have contacted many of the agencies. I do not 
have a list of them but we work with them in connection with imple- 
menting our regulations, such as Veterans, and so forth. 

As far as the Department of Defense is concerned I believe they 
have a representative here this morning who can answer that question 
on the DOD part. 

Mr. McCormack. Who is that ? 

Mr. Sunpstrom. Iam John W. Sundstrom. I am Chief of the Dis- 
posal Division, Mr. Pike’s office. 

The instruction that the Department of Defense issued in imple- 
mentation of Public Law 61 was signed by Mr. McNeill the day before 
these hearings started. That would make it Wednesday. 

The Navy and the Army had actually, as did GSA, put out imple- 
menting instructions in advance of that date. 

Mr. McCormack. The main reason I asked that question is because 
I introduced the bill and I was the author of it, with the help of so 
many others. I was concerned about the legal status of any sales after 
the effective date of the law where sales were not made in accordance 
with the provisions of the law. 

That is what concerned me. 

Mr. Sunpstrom. You will be interested to know, I think, that in 
cooperation with Mr. John Thomas, of the GSA and our office, Mr. 
Pike’s, and with the services, we had an informal arrangement where- 
by they could identify the kinds of surplus stock fund property spe- 
cifically which was about to be sold, which they would like us to with- 
hold the award of pending the signing of Public Law 61. 

I think Mr. Thomas would say that in each case we have withheld 
and that the arrangement has worked satisfactorily. 
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Mr. Tuomas. I think I testified to that before. That is where we 
had cases which had come to us through the schools requesting it for 
donation. In all those cases where I called Mr. Sundstrom he made 
arrangement for the sale to be discontinued and those items have been 
claimed and held for the school making the claim. 

Mr. McCormack. I realize there could be a hiatus there. In other 
words, it has been anticipated and as far as practically possible it has 
been taken care of ? 

Mr. Tuomas. I think so. 

Mr. HotirieLp. We want the hiatus to be as low an hiatus as pos- 
sible. 

Mr. McCormack. I agree with that. 

Mr. Horirretp. The gentleman from Massachusetts has more than 
a passing interest in this subject. I think the Chair at this time might 
commend both the GSA and Mr. Sundstrom’s department for antici- 
pating the signing of the bill and taking such unusual and such com- 
mendable steps to implement it as soon as possible, if not sooner. 

Mr. Batwan. That completes your presentation on screening; does 
it not ? 

Commander Tostas. I still have just a very short part here, Mr. 
Balwan, and I have the answer to Mr. Lipscomb’s question on the 
auditing of this report. 

Mr. McCormack. Might I suggest that the answer be submitted fol- 
lowing the question by Mr. Lipscomb in order that there will be con- 
tinuity ? 

Mr. Houtrretp. Yes, sir. 

Commander Torras. This particular report on the pliers and the 
totals at the various locations, add up to 2,081. 

The number of units reported in the top as the total amount at each 
location was 2,139. We corrected in our office the total money value 
based upon the addition of the quantities at the locations, feeling that 
those were accurate, rather than the total which was listed first. 

Therefore, the unit prices, and the extensions—the corrected figure 
for the total money value—is correct. It was apparently a mistake 
of the reporting activity in not adding up those individual locations, 
and quantities, to agree with the total amount reported at the top. 

The money value figure is correct. 

Mr. Batwan. How can you adequately administer that if they do 
make a purchase of the total amount ? 

Commander Tostas. In most cases the amount requested would be 
taken from the various locations—so many at each location—which 
figures are accurate. However, in the event one activity had a need 
for this total amount, 2,139, but if they did not discover the error 
from the correction in the money value figure in our office, we would 
advise them that there were actually only 2,081 available instead of 
2.139, 

Mr. Batwan. Isee. I do not want to carry it any further, but your 
total extensions, column 3, is still six off from the total listed in the 
supplemental sheet. 

Commander Tosras. No; the square block 3 listing the amount is 
right. 

_Mr. Lrescoms. That is a difference of 52 between the total figure 
listed and the amount listed here. 
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Commander Tostas. In other words, our audit 

Mr. Lirscoms. Your audit is still six off. 

Commander Tostas. It would still be 52 off, I believe. 

Mr. Liescoms. If you multiply that sig it comes to a difference of 
58 in your figure, when it is actually only 52, but that is only a small 
figure. 

‘Commander Tosras. Would you like to have this, sir? 

Mr. Lirscoms. Do you try to audit these catalogs, or these forms 120 
before they are put into the catalog ? 

Commander Tostas. Very definitely. 

Mr. Lirscoms. But, do you really pay a lot of attention to the ex- 
tensions and the amounts, and the quantities ? 

Commander Tostas. We do; yes, sir. 

Mr. Lirscomn. For the record, in going through here, I have picked 
up another one on page 85 of the classification, group 34, for instance, 
where you list a mill machine and state that there are 10 units, at a 
cost of $6,360 each, and your acquisition cost extension is $6,360. 

Commander Tosras. Indic: ating a mistake in a decimal point ? 

Mr. Liescoms. No, a zero is also missing. It is an incorrect exten- 
sion. The unit cost is listed correctly, and the extension was wrong. 

Commander Tosras. Has that been corrected at the top in block 3? 

Mr. Liescoms. It was correct. 

Commander Tosras. The block 3 was correct, showing the total 
money sree for the 10, which would be some $60,000. 

Mr. Lirscomn. But, if this were audited, cert uinly some place there 
should be a correction on this particular form 120. 

Mr. Batwan. What is your incentive here, and for what purpose?! 
Is it to redistribute this property, and how, financi ially, are you bound 
by any of these cost figures ? 

Commander Toxtas. Under the stock-fund regulations, there is cer- 
tainly a financial requirement. 

Mr. Batwan. But, you want the clearance function on that—on the 
reimbursement—and that is between the crediting agency and the 
holder, where the stock fund exchange comes in. It does not go 
through you. 

Commander Tosras. It comes through us, Mr. Balwan, as far as the 
preparation of the transfer order is concerned, which is an order for 
the shipment between the two activities. 

At that time, there is a complete audit. The transfer order is not a 
document such as a negotiable check, but it approaches that because it 
has to balance proper ly with figures ona 120 report. 

Mr. Batwan. But, you are not held accountable for any financial 
transaction. You are not given the accountability of an accounting of 
any money involved 4 

Commander Tosias. No, sir. 

Mr. Batwan. This is for reporting purposes ? 

Commander Tostas. Yes, sir. 

Mr. Bawan. It shows the volume of your work, and also the method 
of presentation which you make in your advertising in order to make 
them attractive. 

In other words, if you make a mistake in how much something costs, 
it does not prevent someone from picking it up? You would be paid 
that way ? 
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Commander Tostas. That is right. 

Mr. Batwan. That isall. 

Mr. Houirtevp. All right; we will finish up with the statement in a 
few minutes, I hope. 

Commander Tosras. Mr. Chairman, I was mentioning there is a 
breakdown into the 99 Federal stock groups, which was started 
February 28. 

The second procedural improvement that we have effected—for the 
past 6 months all Army, Navy, and Marine Corps items on form 120’s 
have been translated into Air Force stock classes to assist the Air Force 
in identifying and utilizing material reported by the other services. 

As a direct result of this service by MRD, Air Force utilization has 
substantially increased. Steps are now being taken to extend this cross- 
referencing to the other services. 

I might mention that this may also have a hand in the increased Air 
Force utilization which we previously discussed. Steps are now being 
taken to extend this cross-referencing, as I said, to the other services. 

By the end of August, a large and important segment of the Federal! 
stock catalog will be available for our use. As other seyrments are 
completed we will use them immediately, this particular segment 
in class 5960 covering radio and electronic tubes. Arrangements are 
being made with DOD Cataloging Agency to provide MRD with a 
two-part electrical accounting machine tabulation of this class, con- 
taining about 4,000 items. The first part of the tabulation will trans 
late the reporting services’ stock number into the new Federal number. 

The second part will take us from the Federal number back to the 
individual service numbers. These numbers will be added to the form 
120’s by MRD, and reproduced in the consolidated listing. 

I should like to emphasize that this is only an interim procedure 
to help increase utilization. Obviously, after all of the services have 
converted to Federal stock numbers in individual groups and classes, 
MRD will then use only the Federal number. 

During the past 6 months, the military services, under the policy 
guidance of DOD and with the full cooperation of GSA, Departments 
of Commerce and Health, Education, and Welfare, have covered the 
country with six regional redistribution and disposal conferences. 
Just yesterday, a seventh conference for overseas activities was com 
pleted here in Washington. These conferences accomplish muc! 
through an exchange of information and the resolution of problems. 
_ We are about halfway through a complete revision of our mailing 
list. By means of questionnaires and personal visits to field activities, 
We are adding to our distribution, increasing numbers of copies of lists 
where necessary, and using specific code or component addresses to in 
sure that all responsible persons in position to use excess material actu 
ally get the listings without delay. 

The condition coding of excess property is becoming more accurate 
every day. An activity receiving property in a condition poorer than 
reported on a form 120 naturally is disappointed, and may be dis- 
couraged from requesting other excess. By rigorously questioning, 
and sometimes investigating, such mistakes in reporting, we have been 
successful in building up confidence in the condition reporting system. 

Mr. Hourrretp. I think that is very important. 

Commander Tortas. A new “strip-type” excess report form is now 
being tested by selected military activities. I would like to say that 
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this would replace the present 120 form, and here are copies of it. 
Those are actual reported copies, and here is an actual form—a blank 
form—showing how it is assembled. 

Mr. Hotirrmxp. I think one of the most difficult and disappointing 
factors in the use of surplus property and the exchange and sale of it 
has been the fact that you did not have the proper inventory nor the 
proper knowledge of the conditions of the article, and if you have done 
what you say you are doing here, why, I would think it would be of 
great help both in building up confidence in the other services to requisi- 
tion this material, and also eventually i in the sale of it. 

Commander Tostas. Yes, sir. 

We believe this new form will lighten the clerical burden on re- 
porting activities, facilitate the preparation and printing of consoli- 
dated listings, and be easier to screen than the present form 120. 

GSA is assisting in the evaluation of this proposed form and it is 
hoped that with their concurrence this: form may be adopted govern- 
mentwide by the end of this year. 

Just in summary, I have tried to explain the points that we firmly 
believe have contributed to our increased utilization percentage in 
recent months. All of these procedures have originated within the 
Department of Defense, and the military services, but with the full 
knowledge and approval, and often the helping hand, of the General 
Services Administration. 

We in Materiel Redistribution Division, who process over 90 per- 
cent of the reportable excess personal property generated by the Fed- 
eral Government, believe that there is one other basic change in the 
procedure that would further improve utilization. 

Since MRD receives, audits, catalogs, and distributes the preponder- 
ant share of excess reports and consolidated listings, and serves as the 
medium for effecting by far the greater amount of utilization within 
the Federal Government, it seems only reasonable, to our way of 
thinking, that our consolidated listings should be made available 
across the board to all Federal civilian agencies. 

This is not now the case. I feel sure that the Department of Defense 
and the services would agree to treat all customers on a first-come, 
first-served basis. 

This could be done, in our opinion, without diluting any of GSA’s 
policy control, and authority, under Public Law 152. 

Mr. McCormack. What do you say tothat, GSA? 

Mr. Turrie. It looks to me like they would like to revise section 202 
of the law, which provides that a civilian agency, GSA, shall be re- 
sponsible for providing for the transfer of excess personal property 
between Federal agencies. 

Mr. McCormack. Will you elaborate upon that, and clarify it a little 
further ? 

Mr. Turrie. Section 202 provides two principal things: The Ad- 
minstrator shall prescribe policies and procedures to promote the maxi- 
mum utilization of personal property within the Federal Government. 

Mr. McCormack. That includes the Department of Defense, too; 
does it not? 

Mr. Turtie. Yes, sir; it includes all executive agencies, sir. 

Mr. McCormack. All right; go ahead. 
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Mr. Turrie. No. 2, he shall provide for the transfer of excess per- 
sonal property betw een Federal agencies in order to achieve this maxi- 
mum utilization. 

We have felt for some time that there is a great challenge, as the 
Office of the Secretary of Defense representative testified this morn- 
ing, within the Department of Defense, as far as further utilization 
is concerned, in connection with the Hoover Commission report. 

We subscribe to their proposal that this be tried out within the De- 
partment of Defense. We would welcome working on that problem 
jointly with the Department of Defense, but we cannot agree that 

the utilization of Department of Defense excess property, “achieved 
by GSA with other Government agencies, is not significant, and a 
means of substantially effecting economies for thet taxpayer. 

Now, in this current fiscal year 1955, we estimate that our utilization 
among civilian agencies particularly will exceed $70 million. So, I 
would hardly say “that $89 million achieved within the entire Depart- 
ment of Defense w ithin the last fiscal year was predominant over this 
existing record of GSA among the civilian agencies of the Govern- 
ment. 

Commander Toptas. If I may say so, I would like to compare our 
property utilization transfer on the same basis that Mr. Tuttle has 
projected those for GSA. 

If we continue at the same rate during the balance of this year, on 
itilization, we will not have the $89 million odd that Mr. Tuttle states 
for last year, but we will have something in the neighborhood of $135 
million. 

Mr. Horirretp. That is against a total figure of how much on dec- 
larations? You are projecting your $135 million. Now, have you 
also gotten the figure of total declarations? 

Commander Tortas. The total declarations would be then some 
place between $800 million and $900 million. 

Mr. Houirte_p. Between $800 million and $900 million ? 

Commander Tostas. Yes, sir; and at the present rate there would 
be a 15.1 percent utilization as compared to last year’s 11.3 percent. 

Mr. Bauwan. In this case, your utilization has doubled, almost; is 
that right ¢ 

Commander Toptas. Of course, the dollar volume of reportability 
has; that is right. 

Mr. Honirteip. Well, let us have the figures of the General Services 
Administration, either past figures or projected figures, which cor- 
respond to the total declarations as against the total utilization, for 
fiscal year 1954. 

Mr. Tuttle, do you have any information in that regard ? 

Mr. Turrir. Yes, sir; somewhat from memory, ‘but I believe this 
will be very close, GSA acted upon excess property with a value of 
about $500 million, and achieved utilization of approximately $60 
million in fiscal year 1954. 

That would be 13 percent, or something like that. That was under 
the less productive concurrent method, incidentally, for most of fiscal 
year 1954, 

Mr. Howtrrexp. 5 Oart Commander Tobias, is projected into the 
future for this year 
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Commander Tosias. Yes, sir; and Mr. Tuttle’s first figure was pro- 
jected into fiscal 1955. 

Mr. Turrie. Mr. Chairman, I would like to make one additional 
comment if I may, sir, please. 

On this proposal of the Department of Defense, to operate the gov- 
ernmentwide screening system, one of the big reasons that we are ‘able 
to achieve some of this utilization in the Federal Government is that 
we have a club. We can force agencies to tear up their purchase 
orders for new equipment, omiaaete on common-use items which 
are bought every day. When we made the comment that we thought 
the best customers for military excess are military agencies, we had 
in mind that presently the Materiels Redistribution Division does not 
have a club. We have held for a long time that if they did have the 
authority to ask “why can’t you use this exc ess” and even go a step 
further and say “you will use this excess,” or at least some central 
body within the Department of Defense Lats have that authority, 
then the utilization achievement would be much more significant than 
we feel it is today. 

Mr. McCormack. What is the effect of this suggestion? Suppose 
it were put into operation, and the Department of Defense operated 
e wide-screening process, that would go across all departments; would 
it not? 

Mr. Turrie. That is correct. 

Commander Tostas, If I may say so, Mr. McCormack, we are not 
proposing operating it. The simplest means of doing this would be to 
merely print extra copies of our excess listings—the consolidated 
yellow sheets—and give them to GSA for their use. As it is now 
in the GSA regions, the property is segregated by us before we report 
to them. If the GSA re gions do not use the property, I understand 
they have means of passing some of it back and forth between regions, 
but no one region within the General Services Administration sees all 
the excess generated by the Department of Defense. 

We are not proposing at this point that we send listings to 
the regions, although that would be the simplest way of doing it. We 
are not proposing our controlling in the transfer of that material. 

Every transfer order would still be controlled among the civilian 
agencies by the General Services Administration. It is only a sug- 
gestion that could be done with very little expense which would, we 
think, further improve the utilization of excess among the civilian 
agencies, because they do not now have access to all ‘of our exces 
property. : 

For example, the Department of Commerce headquarters here 1n 
Washington does not have access to our excess across the board, 
wherever located within the United States. 

Mr. Hottrievp. Let us get this clear. This is very important. Mr. 
Balwan / 

Mr. Batwan. This isa very good point 

Mr. Houirreip. At present the listings of 120’s which come to you 
will go out, and you have 45 days from your issue date; is that right! 

Commander Tostas. Yes, sir. 

Mr. Hourrretp. You cannot notify GSA as to what you have unt) 
after you have declared property excess to the Department of Defense 
Then, it goes into GSA by their regional offices, and things like th: it? 
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Commander Tostas. Yes, sir. 

Mr. Howrrrmenp. What you are proposing here is that rather than 
just clearing those excesses within the Department of Defense, that 
you broadcast these form 120’s to everyone in the entire Federal 
Government; is that right ? 

Commander Tostas. That is right; either we or GSA. If they 
objected to our getting into it 

Mr. Houtrretp. You would not care ? 

Commander Tostas. No, sir; if they would object to our getting 
into the operation, we would give them the listings. At the present 
time they receive only two copies of our listings in the GSA W ashing- 
ton headquarters. 

Mr. Batwan. And, you would distribute them simultaneously ; is 
that right ? 

Commander Tos1as. Simultaneously ; yes, sir. 

Mr. Batwan. And any agency could claim from the time that they 
received that on a first-come, first-served basis ? 

Commander 'Tostas. Yes, sir; that is right. 

Mr. Batwan. This is differentiated from the concurrent screening 
plan which you had before, because that was not simultaneous, even 
when you screen concurrently. The GSA had to wait until the mili- 
tary declared property excess before the civilian agencies could claim? 

Commander Tostras. That is correct. 

Mr. Batwan. So, this is different from concurrent screening? 

This is simultaneously ? 

Commander Toptas. Yes, sir; because there was no first-come, first- 
served practice under the concurrent screening plan. 

Mr. Batwan. In what way will this affect GSA control which they 
he id, which is very good, and which they do not have ? 

Commander Tostras. They would still be able to enforce any of their 
regulations as they tes‘ified yesterday. They have access to all of our 
activities. They would still be able to control the actual transfer of 
material to any civilian agency, because when a request came into us, 
we would merely handle it on a priority basis, and refer the request to 
GSA, and they would put their approval on it, and actually effect th 
transfer. 

Mr. Houirrevp. Right there: You said you would list it on a priority 
basis. You mean as of the time of the ree eipt of the requisition ; or on 
a priority basis of the military being the No. 1 priority, and the civilian 
agencies being the No. 2 priority ? 

Commander Toptas. No, sir; it would be whoever claimed first. 

Mr. Hourrrerp. You actually would follow the policy of first come, 
first served, regardless of whether it involved another branch of the 
service or the Department of Agriculture ? 

Commander Tostas. Yes, sir; because essentially we are in favor of 
utilizing this property, whether it be used by the military or civilian 
agencies. There is a use for this property, and if it would speed up 
and increase utilization, and get everyone on a first-come, first-served 
lasis. We would be in favor of that. 

Mr. Batwan. You would get credit for utilization ? 

Commander Torstas. The General Services Administration would 
get credit for all civilian agency utilization, because they would actu- 
ally process the transfer order. 


64721—56 22 
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Mr. Batwan. In other words, this would not be a means by which 
the military departments might get credit for utilization, and take 
away from anything that GSA is doing ? 

Commander Tostas. No, sir. 

Mr. Batwan. I am not pointing that out as a great factor, but some- 
times this enters into these things. 

Commander Tostas. This would not, in our opinion, affect the pres- 
ent procedure or work against the General Services Administration go- 
ing out and “selling” property. 

Mr. Horirtetp. As I understand your proposal, it would actually 
give GSA access to this property 45 days sooner than they have access 
to it now ¢ 

Commander Tostas. That is correct, Mr. Holifield. 

Mr. Houirtevp. It will allow them to duplicate your releases at a cen- 
tral place, and distribute them to their 12 regions if they wanted to 
do it that way ? 

Commander Tostas. We would propose that we do the duplication, 
because we do now, and merely make extra copies for their use of the 
yellow sheets which you have seen, because the principal expense in re- 
producing these lists is in the setting up for printing, as you know. 
Extra copies would cost very little more. We are, of course, paying 
that bill right now through the Defense Printing Service. 

Mr. McCormack. Why could not the General Services Administra- 
tion do the entire thing instead of your unit ¢ 

Commander Tostas. They could, Mr. McCormack, except we claim 
we have over 90 percent of the property. We are a military activity 
dealing with military activities, and we do, in spite of what GSA says, 
exercise a club over our own activities. 

We feel, since we have the bulk of the property, by far the greater 
amount of it, that we are in a better position to promote military 
utilization. 

The General Services Administration has stated, and we agree, that 
the fundamental utilization and the largest potential utilization for 
this material is within the military, and not within the civilian 
agencies, 

The civilian agency utilization today of our property is but a small 
fraction of the total, but it could amount to more millions, because 
there are customers within the Federal agencies for our property, and 
at the present time they are not seeing all of our property. 

Mr. McCormack. What do you have to say to that, gentlemen ? 

Mr. Tuomas. On the yellow scat list, we have many agencies—— 

Mr. McCormack. I am not talking about them taking over, be- 
‘“ause we would not undertake to take over GSA, because you would 
have a lot of difficulties. 

You see, GSA is a brainchild of the Congress, and has a particular 
purpose. 

Commander Tosras. I know that. 

Mr. McCormack. It is really your heart of the procurement and is 
intended to be the heart of procurement, and transportation. They 
have not gotten the transportation yet, though. They are very slow. 
You had better tell Mansfield I said that I am waiting to hear from 
him. 

Mr. Tuomas. Yes, sir. 
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Mr. McCormack. I would like to hear your reaction to the alterna- 
tive proposition of the commander where he says they are not invading 
the jurisdiction of the General Services Administration, but collabo- 
rating and cooperating with you. 

Mr. Tuomas. Well, informally, we discussed this the other evening, 
and I made the statement that we are always looking for methods 
which will improve utilization. We are, and I in particular, am always 
looking out for GSA prerogatives. I do not say that the commander 
might not have a good point to look at this, and see what he does have to 
offer, and sit down and work it out with him in detail, but many agen- 
cies that we have worked with in regard to these yellow lists have come, 
and put it on paper that they like the utilization, and that they think 
it is a wonderful thing, and that they will utilize anything brought to 
their attention, but they do not want to be asked to screen those lists. 

In the first place, they are hard to read. They are very difficult to 
read, and they are not attractive. You have to dress them up. 

Mr. McCormack. Could not they be dressed up? 

Mr. Tuomas. That is what I said. I am willing to go into that. 

Mr. McCormack. You are willing to see if it can be dressed up, and 
made attractive ¢ 

Mr. Tuomas. That is right. 

Mr. McCormack. That is, I suppose, something on which a judg- 
ment can be arrived at ¢ 

Mr. THomas. Sure. 

Mr. McCormack. A judgment could be arrived at very quickly on 
that, I would think. 

Mr. Tuomas. Here is another GSA circular, and I would just like to 
pass this along to the committee to take a look at it. 

I have gone into it, and we have agreed upon a trial period. Weare 
running that in region 1, and we will, I think, get some good out of 
that. form, incidentally. 

Mr. McCormack. You will notice he said he thinks they can get some 
good out of that form. 

Mr. THomas. That is right; we have not run this through the mill 
yet, Mr. McCormack. 

Mr. Houirretp. After looking at both of these forms, I can only say 
that they are both beautiful documents. 

Mr. Tuomas. One of our regions, the Kansas City region, some time 
ago— 

Mr. Houtrtetp. I particularly like the pictures on the front. It is 
much more artistic, 1 think, than this plan, utiliarian form. 

Commander Tostas. We strive for utility, Mr. Holifield. 

Mr. Tuomas. The meat of it is inside it, but one of our regional 
offices, to give you an illustration, as to the volume, got a load of these 
yellow sheets, amounting to about $13 million worth, and it would 
fill, maybe a good part of this room. It was impossible to get agencies 
in to do the screening job, and just as they got started on it, of course, 
the Department of Defense took another look at some of their require- 
ments, and they withdrew it, and got utilization on all of it, and that 
was fine. 

Commander Tosras. Could I ask a question there ? 

Mr. Howirteip. Yes. 
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Commander Topstas. If that one-third of a roomful of yellow sheets 
were distributed out to 2,000 different activities, would it be manage- 
able ¢ 

Mr. THomas. It would be an awful bill for the taxpayers, because 
the property was not available anyway. 

It was withdrawn by the services. 

Commander Tostras. That would not be true under this plan. 

Mr. McCormack. Did you answer my question about the attractive- 
ness and the simplicity of the forms? Will you pursue that a little 
further ? 

Mr. Tuomas. I will, and I would also like to bring out that of the 
property that we have handled to date this year on a nonconcurrent 
basis, we have been successful in getting utilization in the amount of 
about thirty-something percent on the basis of this type of circulariza- 
tion, and the kind of contact which we make. 

Mr. McCormack. In other words, you think that there is something 
to this alternative suggestion of the commander basically? I am 
just exploring it ? 

Mr. THomas. I say this in a very broad sense, and I am contending 
always, since I have been in this program, since early 1940, that there 
will always be a need for some type of listing. Now, whether it is 
the yellow scat list, or whether it is a GSA cire val: ir, there are agencies 
who are potential customers, which depend, because of lying out in 
isolated locations, and because of their internal setup, on all of these 
excess lists, be they yellow or GSA lists. 

I say, Mr. McCormack, I would like to take a look at the thing. 

Mr. McCormack. I would expect you to do that. I was just trying 
to see what the area of differences were. 

Mr. Tuomas. There is no area of difference, as far as we are con- 
cerned, with the Department of Defense, so long as they are not hav- 
ing any interest in rewriting the check which ‘Mr. Tobias spoke of. 

Mr. G ASQU zr. Mr. McCormack, it seems to me, if I understand the 
Comm: 

Mr. Horsemen, Will you please identify yourself for the record! 

Mr. Gasqur. I am Charles W. Gasque, Jr., Assistant General Coun- 
sel, GSA. 

Mr. Chairman, if I understand Commander Tobias correctly, he 
indicated under his proposal that a customer agency would receive 
consideration on a first-come-first-served basis. 

I take that to mean that he is suggesting there that a civilian agency 
would receive consideration of a requisition or a request for a par 
ticular item ahead of any other part of the Department of Defense. 

Mr. Houtrrevp. That was my understanding. 

Mr. Gasque. That is, any service within the Department. 

Mr. Houirrevp. That was my understanding. 

Let the record show that Commander Tobias nods his assent to the 
statement. 

Mr. Gasqur. Mr. Chairman, it seems to me we might have a legal 
implication there, in that the material must be declared excess by the 
Department of Defense before it is offered to civilian agencies as sur- 
plus. Under section 202 of Public Law 152, excess properties are those 
properties which are no longer needed by’ one branch of any agency 
for the purpose for which they were purchased through appropria- 
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tions, and are required to be first offered to other users or branches 
within that agency. 

Of course, the Department of Defense is a very large agency with 
many, many services under various departments, I believe, to carry 
his proposal out, it would take some consideration of that legal point. 

Mr. Hortrretp. The Chair would suggest at this time that Com- 
mander Tobias furnish this committee a detailed plan such as he has 
presented in his statement, a plan in such detail as the Department of 
Defense has thought it out, and that a copy of that detailed plan be 
furnished to the General Services Administration, and that the Gen- 
eral Services Administration furnish this committee with an analysis 
of its effect, both from a legal standpoint, and from the standpoint of 
the public interest involved. 

The Chair would at this time remind you that the paramount inter- 
est is the public interest, and legal technicalities could be taken care 
of if it were in the public interest. 

Mr. McCormack. You mean, of course, that the plan which the 
commander submits to both the committee and the General Services 
Administration is the plan of the Department of Defense ? 

Mr. Horrrrevp. That is right. 

Mr. McCormack. In other words, it would not be a personal plan. 
I mean, it would be the plan of those who have to pass on policy. 

Mr. Horrrtetp. Yes; absolutely. 

We do not want any personal plan sent up here. 

Mr. aaa AcK. It should be a plan sanctioned by Mr. Wilson 
himself, or by Mr. Pike. That is no reflection on you, Commander, 
but woul ie for your own protection. 

Mr. Turrie. I think Mr. Tolino has something to say. 

Mr. Horirretp. You may proceed. 

Mr. Torino. Mr. Chairman, if you recall, Commander Tobias said 
it was the suggestion of the central screening agency to do this, and 
the suggestion is receptive at this point. 

[ would not say that it would be approved. I say it is receptive to 
OSD in that we proposed this thing 2 years ago, I believe, and it was 
discarded at that time. Here, now, “if the committee sees fit, I believe 
Commander Tobias could make that suggestion to Mr. Pike’s office, for 
his consideration, and based upon his approval and the approval of 
the military department, then submit such a plan to GSA for their 
due consideration. 

Mr. Horirreip. The committee will take no position as to instruct- 
ing your Department as to what they should do in this matter. You 
brought the matter in of your own volition into the testimony. 

Mr. Torrno. Yes, sir. 

Mr. Hoxtrterp. Therefore, we seek a clarification of it. We want 
to know whether it is the position of the Department of Defense or if 
this is just an informal suggestion. That is the advice of the Chair. 

Mr. Torino. Mr. C hairman, I repeat that this same proposal was 

nade by the then Assistant Secretary of Defense for Planning and 
Logisties, Mr. Thomas, in 1954, although not so broad as what Com- 
ander Tobias suggested, but in the same vein. 

We would be very happy to entertain such a proposal within the 
Department of Defense, and get together with GSA and this com- 
mittee, to discuss it at some future time. 
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Commander Tosias. Mr. Chairman, could I make just one other 
remark as an alternative proposal, which would accomplish part of 
this in the event that any legal technicality should prevent its ac- 
ceptance, or, actually, in fact, if the Department of Defense did not 
go along with it, and this would remove all legal objections: 

One of my main points was the fact that each GSA region does not 
now have excess to continental United States-wide excess of the De. 
partment of Defense, or in other words, the total picture. But, dis. 
carding this first-come, first-served proposition, we still would be in 
position after 45 days ‘to provide some means to GSA, either under 
their control or through reproduction by our facilities, the available 
excess which was left at the end of the military screening period, on 
an across-the-country basis which is not now being done. That 
would remove any legal implications, as I see it, in the first proposal. 

Mr. Hotiriew. Of course, it is not for this committee to judge at 
this time, as to that point. However, as long as this testimony has 
been brought before the committee, I think it is nothing but fair that 
you put down in black and white your plan No. 1, and your alternate 
plan; that you have such conferences as are necessary with the GSA 
and that at some future time, as soon as those plans are submitted to 
us, and as soon as the re: ction of the General Services Administration 
to those plans is presented to this committee, we can go further into 
the matter. 

Mr. McCormack. Of course, other departments would be interested 
in that proposition also; would they not ? 

Commander Tosras. Yes, sir. We know of some informal interest 
already expressed. 

Mr. McCormack. So, other departments will have to be considered 
in order to get their views. 

Commander Tosras. Do you mean as far as civilian agencies are 
concerned / 

Mr. THomas. We will have to consider that. 

Mr. McCormack. As I understand it, any such plan would not con- 
template notifying each one of the field officers, and departments of 
the Government throughout the United States ? 

Commander Tostas. No, sir. It would be strictly a distribution list 
furnished us by GSA, or we would furnish the copies necessary, the 
consolidated lists, for GSA to distribute as they saw fit. 

Mr. Turrie. I would like to make one additional point if I may: 
This mechanical circulation is only one of the tools, but is not one of 
the most important tools which GSA uses to obtain utilization. 

My wife has several mail-order catalogs, but usually she buys her 
clothes and her hats, and things like the at, at the downtown stores, 
where someone sells her on their ‘attractiveness, and it is much that way 
with the operation of our GSA regional offices. 

The circulars that we prepare are supplemental to the personal work 
that we do with agencies, based upon the knowledge of their program, 
and their requirements, and the additional mechanization involved it 
this proposal, we think, if greater reliance were placed upon these lists, 
would de finitely minimize the amount of utilization percentagewi 
that is obtained today. 

Mr. Hottrtevp. I am sure that, after you study these new plans 
which have been advanced today in somewhat more detail, that you 
will be able to present the reaction of GSA to it, in a more detailed 





way, 
of the 
Mr. 
depat 
thing 
not ne 
Col 
pectin 
office 
woul 
clarat 
mean. 
Mr. 
sayin 
Co1 
upon 
quests 
Mr. 
unit ? 
Con 
Course 
and v 
which 
the ov 
Mr. 
me rik 
sessiol 
Navy 
Con 
there | 
Mr. 
Con 
among 
from t 
Let 
of elec 
would 
Let 
they k 
people 
outsid 
origin: 
Mr. 
saying 
Con 
Mr. 
eral Sx 
are rea 
Wh: 
the arr 
— Cor 
It is be 
to pro 


ther 
t of 
ac- 
not 


not 
De- 
dis- 
e in 
ider 
able 
, on 
‘hat 
sal, 
re at 
has 
that 
nate 
mA 
cd to 
tion 
into 


sted 
erest 
ered 
5 are 
con- 
ts of 


n list 
, the 


may: 
ne of 


3 her 
ores, 
way 


work 
rralll, 
ed in 
lists, 
ewise 


plans 
t, you 
railed 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 333 


way, and it will give the committee the chance to consider both sides 
of the picture. 

Mr. McCormack. Would there be a tendency on the part of the 
departments or agencies under this plan to say that they need certain 
things, and stock up on them, when as a matter of fact, they might 
not need all that they are requesting ? 

Commander Tosras. There may be that tendency among any pros- 
pective requestors of material, but the rules and regulations which our 
office has some hand in enforcing to prevent them stocking up on items, 
would be effective. In other words, this would prevent the later de- 
claration 2 years hence of that excess all over again if that is what you 
mean, Mr. McCormack. 

Mr. McCormack. I mean to stock up just from the standpoint of 
saying “well, this looks good enough; we will take it.” 

Commander Tostas. Well, as far as any impact of this proposal 
upon GSA, I am sure they could exercise that control, because the re- 
quests would be going through them. 

Mr. McCormack. GSA would be in a better position then than your 
unit ? 

Commander Tosras. I would not say that, Mr. McCormack. Of 
course, We are concerned only with military utilization at the moment, 
and we do exercise as much control as we can under the regulations 
which are published at the Department of Defense level to prevent 
the overstocking of material. 

Mr. McCormack. We have received testimony, if my memory serves 
me right, and if Iam wrong I would like to be corrected, in executive 
session, that when the Army declared some excess that neither the 
Navy nor the Air Force knew about it, and vice versa. 

Commander Tostas. If it is reportable property, Mr. McCormack, 
there is no excuse for the other services not knowing about it today. 

Mr. McCormack. What is reportable property ? 

Commander Tosras. That is property which has potential utilization 
among the military agencies, or civilian agencies, as differentiated 
from the strictly technical item which is peculiar to one service. 

Let us take an Army tank, for example, or a very specialized piece 
of electronics equipment which is not used by another service. That 
would be in the nonreportable category. 

Let us take a Navy or Air Force airplane; that is nonreportable, and 
they bulk large in dollar value, but anything within the powers of 
people getting together and deciding what has potential utilization 
outside of the agency that holds that property, or has purchased it 
originally, all of that property is reportable. 

Mr. McCormack. And the other branches have an opportunity of 
saying that they can use it ? 

Commander Tostas. Yes, sir. 

Mr. Hoxirrevp. You are throwing out quite a challenge to the Gen- 
eral Services Administration. We will be interested to see how they 
are reacting, 

What about the exchange-sale property? Do the other branches of 
the armed services have a chance to get a crack at that ? 

_ Commander Tostas. Exchange-sale property is not excess, because 
itis being used—the proceeds of that property from sale is being used 
to procure like property, to upgrade, to modernize and replace either 
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the property itself, or is being traded in just like you would trade ina 
car on a new item of similar nature. 

Mr. McCormack. How extensive is that? How extensive is the ex. 
change program ? 

Commander Tosras. As compared to the total property that is ex. 
cess, it is very, very little; I would say much less than five percent. In 
fact, I would say it is less than 2 percent. 

Mr. Hoxtrtetp. The Chair recognizes Mr. Sundstrom. 

Mr. Sunpstrom. Thank you, Mr. Chairman. 

I would like to make sure that the record emphasizes that Com- 
mander Tobias’ suggestion was an informal] suggestion, as you pointed 
out, and the reason that it is an informal suggestion is that it was our 
understanding, from discussions with the staff of the committee, that 
not only were you interested in knowing what the present screening 
procedures were, but how we felt, and in what ways we felt those pro- 
cedures could be improved. 

Mr. Houtrterp. That is the correct understanding. 

Mr. Sunpstrrom. We had a very short time since the meetings were 
snnounced and we were not in a position to “staff” an idea, as we would 
say, and I would like to have the record show that. 

Mr. Hoxtrrerp. Well, that is our understanding. The Chair will be 
glad to say that we did make the suggestion that any suggestions we 
might have for improving, in the public interest utilization, first, and 
second, maximum recovery to the Government in the sale of surpluses 
would be welcomed by the committee. 

Mr. Sunpstrom. Thank you, sir. 

Mr. Horirretp. And, it is so considered, and of course if later on it 
is objected to on a higher level, we will understand. 

Mr. Sunpstrom. Thank you, sir. 

Mr. McCormack. I ascertained, Mr. Chairman, in the hearings on 
the donable property bill, that just became law, that the Defense De- 
partment wields a tremendous influence, as it should—but it does— 
particularly when it is coupled up with the Bureau of the Budget. 

Mr. Ho.trtevp. I believe that Public Law 3222 took care of part of 
that situation. 

Mr. McCormack. I hope it has. 

Mr. Totrno. Mr. Chairman, I would like to clarify a point. I be- 
lieve you asked a question a while ago, and Mr. McCormack did just 
a few minutes ago, as to what is reportable property. 

Mr. Horirrevp. Yes. 

Mr. Tot1no. We could spend all day on that subject. I would like 
say only one thing: The categories of property determined to be re- 
portable or nonreportable are worked out together with the General 
Services Administration. 

Mr. McCormack. We understand that. We realize it is a very 
practical situation and that there is a lot which in itself from the 
beginning—ab initio—was waste or salvage, particularly in the De- 
fense Department. We understand that has been worked out pretty 
well. 

Mr. Horirtetp. We also understand that each service wants to fight 
for what it considers its own prerogatives and its own functions. The 
committees on the Hill have the same problem, but we do usually 
resolve that in the public interest, finally. 
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Mr. McCormack. Off the record. 

(Discussion off the record.) 

Mr. Houirtetp. How long have you been concerned with property 
screening, Commander ? 

Commander Tostas. Since August 23 of last year. 

Mr. Houtrretp. Your tour of duty there will be how long? 

Commander Tostas. As long as 4 years. 

Mr. Houtrrevp. As long as 4 years? 

Commander Tostas. Yes, sir. It might be cut short, but it could 
go further than that. 

Mr. Houtrrevp. The Chair wants to commend you on your testimony 
before the committee and the manner in which you have presented it 
and the way that your answers have been frank and responsive to 
the questions of the members. It is the type of testimony that the 
committee enjoys having. 

Commander Tos1as. Thank you, Mr. Chairman. 

Mr. Hotirretp. The committee is adjourned until next Tuesday. 

(Thereupon, at 1:05 p. m., Friday, June 10, 1955, an adjournment 
was taken until 10 a. m., Tuesday, June 14, 1955.) 
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TUESDAY, JUNE 21, 1955 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary OPERATIONS OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 37, 
New House Office Building, Hon. Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield, Riehlman, Lipscomb, and 
(Griffiths. 

Also present : Michael P. Balwan, staff director. 

Mr. Houirietp. The subcommit. e will be in order. We have sent a 
letter to the Secretary of the Navy which has requested that we have a 
statement of procedures being used in surplus, the amount of surplus 
being generated today as well as an indication of the trend and a pro- 
jection. for the future if they have it, the trend and percentage of re- 
turn and the extent of implementation on the applicable recommenda- 
tions contained in the sixth intermediate report of the Committee on 
Government Operations, 88d Congress, entitled “Surplus Military 
Property, Part I, House Report No. 1196.” 

And we asked that the Navy supply the subcommittee with a report 
on the results of Operation Cleansweep as directed in the implementing 
memorandum of November 30, 1953, and we have also asked that the 
Navy present to us their reactions on the recent analysis of the Navy 
sales offerings by the General Services Administration. 

Admiral Arnold, do you have a prepared statement ? 

Admiral Arnorp. Yes; I do, Mr. Chairman. 

Mr. Hoxtrreip. Do you wish to proceed 4 


STATEMENT OF REAR ADM. RALPH J. ARNOLD, SUPPLY CORPS, 
CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS; ACCOMPANIED BY 
HARRY SPOKOWSKI, ASSISTANT DIRECTOR, MATERIEL DISPOSAL 
DIVISION, BUREAU OF SUPPLIES AND ACCOUNTS, DEPARTMENT 
OF THE NAVY; AND JOHN C. McBRIDE, OFFICE OF THE GENERAL 
COUNSEL, DEPARTMENT OF THE NAVY 


Admiral Arnotp. Mr. Chairman and members of the committee, I 
am Rear Adm. R. J. Arnold, Supply Corps, United States Navy, Chief, 
en of Supplies and Accounts, Navy Department. 

I appear here today on behalf of the Navy Department to discuss 
the disposal program of the Navy. 
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The Navy recognizes that its job in disposal is both important and 
difficult. It is important because a good performance means dollars 
to the Nation’s taxpayers; it is difficult because of the many, and often 
conflicting, considerations that we must take into account throughout 
the entire operation. 

Disposal to the Navy is not a new problem. 

However, the details and the scope of the problem have varied con- 
siderably. Shortly after Pearl Harbor, the Navy saw the necessity 
for a separate organization to handle excess and surplus material. 

Late in 1942, we set up a nucleus organization to channel our scrap 
and salvage promptly to use or production. 

Experts from industry, especially the scrap industry, were recruited 
to furnish advice. We were able to recover tremendous quantities of 
ferrous and nonferrous metals for use in the war effort. 

In the early part of 1944, the Navy began to plan for the disposal 
operations which would be necessary when the war ended. The nv- 
cleus organization we had already set up to handle scrap and salvage 
was built up into the Navy materiel redistribution and disposal ad- 
ministration. Soon after War Assets Administration was created, 
the Navy was delegated responsibility for the disposal of its scrap 
and salvage, and of small lots of property not over $100 in value. 

War Assets disposed of the majority of Navy surplus. ‘That prop- 
erty which War Assets failed to sell or which had a limited sales po- 
tential, was returned to the Navy for disposal. 

In many cases, the Navy took this returned material and sold it at 
a good price. As time went by, War Assets gave each owning agency 
more and more responsibility for the disposal of its own property. 
This enabled War Assets to phase out its operations on an efficient and 
economical basis. 

This setup continued until 1949, when the General Services Admin- 
istration was given the overall responsibility for disposal and transfer 
of surplus property. Each owning agency was authorized to sell its 
own property subject to the broad policies and regulations issued by 
GSA. The Navy continued its role as a disposal agency and pursued 
an active program for its personal property. 

In the early part of 1950, the Department of Defense started a pro- 
gram similar to our Cleansweep program today. 

Surplus material began to flow into commercial markets. But 
when the firing started in Korea we had to suspend the program s0 
we could devote all our efforts to building up and supplying our fight- 
ing forces. I think it is of interest to recall that the services came 
under considerable criticism at that time for proceeding to dispose of 
property for which there might be any possible use. 

When hostilities stopped in Korea, the services again turned their 
attention to surplus disposal. Operation Cleansweep was launched 
by the Department of Defense and has been in steady progress ever 
since. 

In order to select the best sales methods and tailor them to market 
trends, the Navy consulted with leading commercial organizations. 
One of the suggestions made was the use of auction sales. 

We knew that auction sales had been used by War Assets. 

We sought the advice of leading auctioneers, and as a result, trial 
auction sales were held at the Philadelphia Naval Shipyard. 
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These auction sales, as evidenced by the sixth intermediate report 
of the Committee on Government Operations (H. Rept. No. 1196 of 
the 83d Cong.) were found to be an excellent method of sale. 

Exhibit A of this statement is a listing of the auction sales the Navy 
has conducted. From the Navy’s auction experiences, the Army, Air 
Force, and other Government agencies made increasing. use of this 
method of disposal. 

Based on the Navy’s successful use of auctions, GSA has issued an 
auction sales procedure for use by sales agencies as a standard method 
of disposal. This GSA procedure reflects the Navy’s procedures in 
obtaining the services of auctioneers and our methods of conducting 
auction sales, 

The three military departments in the Department of Defense are 
disposing of over 95 percent of all Federal surplus. Particularly in 
one respect, the task is not as easy as it was. 

After World War II, it was relatively easy to dispose of large 
amounts of surplus property because the economy had been starved 
during the war years. The situation is now different. It is now nec- 
essary to merchandise our surplus, and the success of our merchan- 
ising plan has a direct bearing on the monetary return. 

Experienced representatives from the Navy Department make fre- 
quent visits to selling activities for the purpose of sounding out local 
situations and problems, Through this close contact with local activ- 
ities, we have revised disposal regulations and procedures to give us 
a more effective disposal program, especially as to better merchandis- 
ing. We have placed increased emphasis on small lotting to give the 
little fellow a break. 

The following are some of the other imrovements we have made: 

(a2) Increased advertising budgets to attract more bidders; 

(6) Furnished public services, such as public telephones, dining 
facilities, transportation about naval bases; 

(c) Improved arrangements for contractors’ removal of purchases 
and property ; 

(7) Provided more manpower to assist prospective purchasers in 
inspecting surplus property ; 

(e) Relaxed security requirements by putting surplus in nonsecurity 
locations ; 

(f) Impressed on selling activities the necessity of treating prospec- 
tive buyers as valued customers ; 

(yg) Furnished prospective bidders with representative samples ; 

(h) Cooperated with DOD in the issuance of a simple pamphlet 
which advises prospective buyers how to purchase military property ; 

(‘) Compiled a national directory of purchasing agents for use in 
sales ; 

(j) Set up integrated disposal organizations in field activities in- 
creasing efficiency ; 

(k) Provided better-paying jobs for experienced civilian personnel. 
_ When the GSA standard contract form 114 was originally drafted 
in committee meetings, the Navy objected to the basic idea of that 
form, that is, the unlimited concept of Caveat emptor. 

We objected specifically to the use of an actual damages clause for 
failure to perform because of the administrative expense of enforcing 
It. 
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We suggested, instead, a simple liquidated damages clause, which 
would be easy to administer and at the same time fair. 

We were unable to persuade the drafting committee of the contract 
form to adopt our views, but we did obtain oral permission to use our 
own version rather than the standard one. 

Recently, at the strenuous urging of the Navy, seconded by the De- 
partment of Defense, the Army, and the Air Force, GSA has agreed 
to consider revision of this standard form. 

The Navy has experimented in the selling of surplus property witha 
limited guar anty of ‘description. 

The purpose is to increase buyer reliance on the Government and thus 
increase the monetary return. It also provides a means to settle 
claims and disputes at the contracting officer’s level, rather than force 
the buyer into a long drawn-out administrative or judicial process, 
For example, if by some accident the Government delivered a type of 
wheel different from that advertised, the contracting officer could make 
an immediate adjustment. The reaction to this type of sale has been 
very favorable. 

The Navy, like the other services, has greatly restricted lot-price 
sales. 

The indiscriminate use of lot-price sales is bad from the viewpoint 
of the buyer and the Government. It is a potential cause of low mone- 
tary return. It is impossible to reimburse the buyer for shortages in 
quantity or weight. A lot-price sale may cause a windfall for the 
buyer anda loss to the Government. 

in handling disputes and claims in sales, the Navy, as well as the 
other services, considers it highly desirable to stre: umline the process- 
ing of claims and disputes. We have asked GSA to consider the 
promulgation of a new contract form permitting the rapid and equi- 
table adjustments of claims and breaches of warranty. 

This authority is contained in section 204 of the Federal Property 
Act. The Navy feels that such a procedure will instill confidence in 
prospective buyers. 

At the suggestion of the Department of the Navy, and with the 
cooperation of the Army and Air Force, a series of disposal seminars 
were held throughout the United States, beginning in Decembr 1954. 

Personnel in field offices of the Army, Navy, and Air Force were 
instructed in the latest disposal techniques and were given an op- 
portunity to exchange views with disposal people of other services. 

Representatives of G SA, the Department of Health, Education 
and Welfare, and the Institute of Surplus Dealers, Inc., were invited 
and did attend these seminars. 

These seminars were suggested because the Navy, from past expe- 
rience, recognized the value of having private business and other Gov- 
ernment agencies offer their constructive criticism and recommenda- 
tions for merchandising surplus material. 

The Navy has 67 authorized selling activities located throughout the 
world. 

These activities also sell scrap, salvage and surplus property gener- 
ated by all other naval activities. At Norfolk, Va. and Clearfield, 
Utah, the Navy sells for all Army, Navy, and Air Force activities lo- 
cated in the vicinity. 
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A recent Navy auction sale in Hawaii included surplus property gen- 
erated by three services’ installations on the Island of Oahu. We plan 
a similar sale in Hawaii during October. 

It is quite apparent that the Navy and the other military services 
personnel have built up an accumulation of experience in the actual 
operations of the military surplus program which an outside agency 
would have difficulty matching. 

In conclusion, I would like to present some statistics on recent Navy 
progress in the disposal of surplus property, as shown by exhibits B, 
Cand D. ’ 

We have those charts in large form, Mr. Chairman. 

This chart, Mr. Chairman, shows the trend of our materiel which 
has been declared and disposed of beginning through the first part of 
fiscal year 1954 and continuing to date through fiscal 1955. 

The red block shows the generations, that is the declared amount of 
surplus materiel, and the blue shows the amount disposed of. 

The red line indicates what you might call our backlog of materiel 
awaiting disposal. Now it is easy to see relatively what happened, de- 
clarations increased at a faster rate in 1954 than did disposals and it 
built up to this peak obviously here when about this time our disposals 
began to be in excess of our generations. With the result that this 
curve is going down. 

Now in your letter to us you asked for a projection. 

I'm sorry that this chart does not show it. We have since we got 
your letter, however, developed some projections in the limited time we 
had available, and we estimate that during fiscal year 1956 and fiseal 
year 1957 each of those years surplus property will be generated to 
the value of about $450 million in the Navy. 

Mr. Hortrretp. How does that compare, a little more than you have 
had in the past ? 

Admiral Arnotp. No. It will be a little less. 

Mr. Hontrrerp. A little less ¢ 

Admiral Arnotp. Yes, sir. 

Mr. Horirtetp. Those are by quarters there ? 

Admiral Arnotp. Those are by quarters; yes. 

(The letter and charts referred to follow :) 

DEPARTMENT OF THE NAVY, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., June 30, 1955. 
Hon. Cer HOLirire., 
Chairman, Military Operations Subcommittee of the Committee on Govern- 
ment Operations, House of Representatives, Washington, D. C 

My Dear Mr. HonirieLD: Your committee requested that further information 
be furnished in support of statements made by naval representatives on disposal 
of surplus property. 

| wish to advise that the Navy has a total of 75 military officer personnel en- 
taged in disposal operations at field activities. A total of 1,855 civilians are 
assigned to disposal work. Of this number, 886 are IV-B employees and are 
Concerned with merchandising and sale of material. The other 1,017 are non- 
IV-B employees and consist of laborers, warehousemen, forklift operators, and 
yardmen, It should be remembered that all productive time of the 1,855 person- 
lel is not devoted solely to disposal work. Cost and manpower expended is 
determined by actual work performed by each person on disposal work. 

A desire was indicated as to what amount of money was spent by the Navy 
In disposing of surplus property during the fiscal years of 1954 and 1955. <A total 
expenditure of $3,093,767 was used by the Navy in 1954. For the first 10 months 
of aD the Navy has accumulated expenses of $4,847,979. An additional amount 
Of $3,910,482 was spent in 1954 for demilitarizing military property and $2,295,081 
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during the present fiscal year. These expenses include direct and indirect costs 
with the exception of military personnel. 

To further illustrate the amount of money expended by the Navy at a field- 
activity level, the Philadelphia Naval Shipyard, which is a naval industrial fund 
activity, spent a total of $197,979.29 from July 1954 through May 1955 on the 
disposal of surplus property. Material having an acquisition cost of $7,089,000 
was sold during the same period for a gross return of $925,334 to the Navy. The 
net percentage of return after deducting expenses is 10.3 percent. This disposal 
was accomplished by a total civilian complement of 8 IV-B employees and 26 
non-IV-—B employees. 

In regard to background factors for exhibit D enclosed with the Navy’s presen- 
tation made on June 21, 1955, I am enclosing statistical information gathered 
each month by the Navy. As indicated in the enclosure, categories shaded in red 
were used to evaluate specialized material. Categories shaded in blue comprise 
the common-use items. No further attempt was made to delineate military items 
from commercial-type items by the Navy. 

Further information on Operation Cleansweep; comment on General Services 
Administration review of Navy sales offerings; and civilian personnel engaged 
in disposal will be furnished as soon as practicable. 

If I can be of further assistance to you in this matter, please do not hesitate 
to call upon me. 

Sincerely yours, 
JoeL D. Parks, 
Rear Admiral (SC), United States Navy, Acting Chief of Bureau. 
For R. J. ARNOLD, 
Rear Admiral (SC), United States Navy, Chief of Bureau. 
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Mr. Houirretp. So you have had almost a billion dollars in the last 
three quarters ? 

Admiral Arnotp. Yes, sir. We are disposing of property now at the 
rate of over $100 million a month. Now we estimate that for those 
2 fiscal years we will have a monthly generation let’s say of about 
$37 million a month in these next 2 years, and we should be able to just 
about match that with disposals, which mean that we will have a pro- 
gram of approximately $37 million a month. 

Now those are the best projections we are able to make, sir. Obvi- 
ously the further we go ahead on a projection, the less accurate it is apt 
to be. 

Mr. Houirretp. Do you happen to know what other branches are 
generating in comparison to the Navy ? 

Admiral Arnoutp. No, I don’t. You mean the Army and the Air 
Force? 

Mr. Houtrierp. The Air Force and the Army. 

Admiral Arnoxtp. No, I don’t. 

Mr. Houtrretp. You don’t happen to know. Now you spoke of 
handling their combined sales, I color in Clearfield. 

Admiral Arnowp. Clearfield, Utah, and Norfolk, Va. 

Mr. Houirtetp. Are those sales included in that? 

Admiral Arnon. No, sir, that is only Navy property. 

Mr. Hottrtetp. You also spoke of the operation in Hawaii, the 
Island of Oahu. What is that, combined ? 

Admiral ArNnotp. It was a combined operation. Put it this way, 
sir. It was a Navy-conducted auction sale but it handled generations 
of surplus from the Army and Air Forces on the island of Oahu. 

Mr. Hourrrerp. Do you also plan similar operations in Europe! 

Admiral Arnot. No, sir. Our installations in Europe are very 
limited. 

Mr. Houtrierp. Is there a program of disposal over there handled 
perhaps by the Air Force or the Army, similar to your combined dis- 
posal program here? 

Admiral Arnotp. I’m not prepared to say, sir. Perhaps there are 
Department of Defense witnesses here who could say but I couldn't. 
As I say, our installations there are relatively small. We have a com- 
paratively small generation of property so we have not given much 
attention to that European area. 

We have some more charts, sir, if I may go through with them. 

This chart here, sir, shows the overall generation, that is proceeds 
from sales. 

Now I should say with regard to this that it covers the proceeds from 
all sales including salvage. so that when we put salvage in here, we get 
a comparatively low rate of return. 

The blue here is the proceeds as a percent of the acquisition cost, 80 
that we are just about holding our own. But as I say, I’d like to point 
out that this covers salvage as well, and the next chart I will show you, 
will show a better breakdown between usable property. 

Mr. Howirrenp. What is the percent of salvage as against. the per- 
cent of usable materiel which you are selling? 

Mr. Spokowskr. We don’t have that broken down, Mr. Holifield. 
We have that overall. We could get that broken down if you so desire. 

Mr. Hoxirreip. Well, the only thing that I would see of value 0 
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that figure would be that it would make your usable sales look a lot 
better if you eliminated it 

Admiral Arnotp. Our next chart will show that. This chart here, 
sir, covers usable property. The heavy blue covers what we call com- 
mon use materiel and and the blue shaded covers what we call special- 
ized material. 

Mr. Houtrrevp. Now tell us what you mean by specialized material. 
Give us some examples ? 

Admiral ArRnotb. Yes, sir. 

Specialized material would be a part of machinery foraship. That 
would not have general application so far as we know. 

It would include an item of ordnance materiel which might have a 
sale value but a limited value. On the other hand, for our purposes 
as we know it, it is a specialized item. 

Perhaps a good item would be an aircraft generator, let us say, 
which is usable but needs repairs. Now those aircraft generators 
have a certain use even outside aircraft, but we call them specialized 
material. 

Mr. Houirtetp. Would you have airframe in that? Would that 
include your airframes ? 

Admiral Arnoxp. No, sir, it does not. Unfortunately when we 
come to compiling these statistics we have to go by inventory manage- 
ment and that is not actually a breakdown between let us say aircraft 
spares which might be usable in aircraft or not. 

It is very difficult for us to make that kind of a breakdown. 

Mr. Howtrretp. How about your aluminum body, your actual 
frames? You reduce those to scrap, do you not ? 

Admiral Arnoxp. Yes. 

Mr. Houtrievp. The particular obsolete planes. 

Admiral Arnoxp. Yes. 

Mr. Hornirreip. Would that be in your specialized material or would 
that be considered as separate ? 

Admiral Arnoxp. That would be scrap, you see. That would not be 
usable property at all. That would not be included in here. Now not 
all planes of course are strictly military planes and if we have planes 
of commercial type then the spares from those airplanes are sold just 
like any other material. 

Mr. Horirtep. So you’ve got running from about 1214 to probably 
16 percent there return on your common use material ? 

‘kaa ARNOLp. Oh, what we call common use material. T think 
it might be helpful to you I read what is in that. I do have that. 

Mr. Houirrerp. All right. 

Admiral Arnoip. Materials handling equipment, construction ma- 
terial equipment, traffic material equipment, general stores material, 
that is lumber, nuts and bolts, pipe, steel and that sort of thing, chem- 
icals, training aids and books, medical and dental, clothing and fuel. 
All that is in here in the dark blue. 

Mr. Banwan. What would be the percentages that you would allo- 
cate as among those two ? 

In other words what percentage of your total sales were common use 
materials from which you got as high as 16 percent and what per- 
centage of your total disposals were specialized materials that you got 
as low as 4 percent ? 
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Mr. Spoxowski. We haven’t got those broken down. 

Mr. Hotirretp. You haven’t got it broken down into acquisition cost 
statistics. 

Mr. Sroxowski. We have it for the usable property, sir. We did 
not break it down on the salvage. 

Mr. Batwan. I’m talking about usable property here. 

The thing that I want to bring out is the 16 percent that you are 
getting for common use material—does that represent 10 percent of 
all your sales and does the 4 percent you get for specialized material 
represent 90 percent of all the sales that you have? 

Mr. Houtrretp. Computed in acquisition cost dollars? 

Mr. Spoxowskr. On our usable property in general type sales for the 
first quarter we sold $48 million worth of usable as against for our 
specialized 39 million, so that would be about a ratio of 50 percent, a 
little over 50, 55 and 45 percent each to be exact. 

Mr. Batwan. In hiking up the third quarter report, do you have 
the breakdown on the usable property as to the percentages which 
comprise those two categories ? 

Mr. Spoxowsk1i. What I’m trying to point out is that 4.7 percent was 
the return which we show on the chart. We sold specialized property 
costing $74 million. 

Mr. Ho utrtevp. So your 414 percent return there would represent 
414 percent of 75. 

Mr. Spoxowsk1. Yes, sir. Our return was a little over 3 million. 

7 Hourrrevp. All right, now how about the usable, the common 
use 

Mr. Sproxowskr. The usable common use in the third quarter, the 
dark blue line, was 321% million. 

Mr. Hottrretp. And what was the acquisition ? 

Mr. Sroxowskr. That was the acquisition, sir. And our returns were 
5.3 million, giving a 16.4 return. 

Mr. Houirretp. Now do you have any way of actually computing the 
cost in terms of personnel and other expenses of making those sales 
so that we can get a net figure on what the Government is realizing 
over and above the cost of selling ? 

Mr. Spoxowski. We have, sir, in the fund, in this current appropria- 
tion, and $11 million allocation for the Navy in preparation of sale of 
property. 

We can get—we do not have it right now, sir—the cost figures as to 
the relationship of what it cost us versus what we have gotten in return. 

Mr. Houirrecp. You say the $11 million that you speak of is just 
an advance revolving fund type of authorization, I would say, and so 
it is meaningless to us unless—in the final result—because we don’t 
know how much of that you spent in order to get back this, how much 
was it, 10 million? 

Mr. Spoxowskt. That is true, Mr. Chairman. However, we have to 
account for every nickel spent. 

Mr. Hottrrevp. I understand that. It is not a matter of you not 
having to account for it, but still it does not give us the figure that we 
would like to know. 

In other words if you recovered $10 million to the Government in 
this material, now we don’t know whether it cost you 2 or 3 or 10 million 
dollars in sales expense to get that 10 million, so we don’t now know 
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how efficient your operation is in terms of net recovery to the Govern- 
ment. 

Mr. Sroxowsk1. Mr. Chairman, if I may digress a bit, let me try 
and explain. 

Of that $11 million that we have been obligated or more or less have 
committed to us for use and get the money from generations of scrap 
and salvage sales every bureau and down to the individual activity 
isallotted so much money. 

They must by quarters, I believe, come in and say what they have 
spent, what they have left, sir. This is so we will not exceed $11 or 
our generations. 

Mr. Houtrrevp. That is accounting for expenditures. 

Mr. Sroxowsk1. That’s right, which would more or less clearly 
and closely relate your question as to what we spent for the third 
quarter 1955 against what we received. 

Mr. Houirretp. Well, do you have that figure ? 

Mr. Spokowskr. Not with me now, sir. 

Admiral Arnoitp. We will be glad to furnish that for you, Mr. 
Chairman. Would you like to have it for what period, the most recent 
12 months? 

Mr. Houirtenp. If it is convenient I think we should have it for 
more than one quarter because it will give us a litle spread there. If 
you've got it for 1954, your fiscal year, you must have that already 
totaled. 

Admiral Arnoxtp. Suppose we give it to you through fiscal 1954 
ind the most recent figures that we have through 1955. 

Mr. Hourrrevp. That will be all right. 


(See letter of June 30, 1955, p. 341.) 

Mr. Batwan. I have a question on that after Mr. Riehlman. 

Mr. Rrewiman. Mr. Chairman, on exhibit A, the report on Navy 
auction sales, you will notice they have them broken down as to the 


“auctioneer’s fee,” “cost of advertising” and “other direct expense of 


sale” and then they have that total expense for each one of the auction 
— listed. What is included in the category “other direct expense of 
sale” ? 

For instance in one for Pearl Harbor here, you have “other ex- 
penses” of some $29,000. 

Mr. Spoxowskr. On that, Mr. Riehlman, we have included our 
direct labor in making up bins, displays, setting up lights, any other 
thing that goes into direct sales. 

That would include the loading of material after the sale, the cleri- 
cal help to make the contracts and all other direct expenses of sale 
that would tie into the auction, and movement of material from point 
Ato point B, which would be the auction site. 

Mr. Rrew~tman. Now would you have that same breakdown in re- 
spect to your other types of sales where your labor of getting the ma- 
terial together, listing it and so on and so forth is included. 

Admiral Arnotp. Mr. Riehlman, I doubt if we have it by indi- 
vidual sales. I suspect in this particular case of the auction sales 
we were especially interested in the cost and directed that the figures 
be kept. 

I doubt if we have it for individual sales but I think we will be 
uble to give the committee quite accurate figures on the cost of our 
selling operation. 
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Mr. Rieuiman. Yes; I think that is possibly true because you must 
have listed the personnel that are assigned to a surplus disposal pro- 
gram, and you can take that figure that you have charged up for per- 
sonnel and other expenses and then I suppose it would be fair to allo- 
cate a certain portion of it across the board for all the sales and you 
probably then could arrive at some percentage for each sale that was 
necessary if we want to do it and get down to that point. It does 
not seem to me, Mr. Chairman, that it would be a terrifically hard task 
for them to secure that information and give it to the committee so 
that we would have a better idea what the actual percentage of acqui- 
sition is in terms of return to the Government. 

(See letter of June 30, 1955, p. 341.) 

Mr. Houtrrevp. The net return. 

Mr. Rreniman. The net return, that’s right. 

Mr. Hotirreip. That is kind of what we wanted to know. 

We know that you have to have expenses of course to sell this ma- 
terial. It will be interesting to know if you have those figures on this 
Pear] Harbor sale. You have got your total expense of sale there of 
$38,915. It will be interesting to know what your gross return on that 
would be just as a matter of comparison. 

Admiral Arnotp. We do have that, sir, over in the column over 
there. 

Mr. Houtrietp. Where is that? 

Admiral Arnoxp. About fourth column from the left. 

Mr. Houirrecp. Oh, the net return ? 

Admiral Arnoup. We have gross return there too. 

Mr. Rreximan. 11.9 pretty nearly 12 percent. 

Mr. Hotirrerp. That would indicate that in that instance, 
$324,870.73 being your net and $38,915 being your total sales, that 
would indicate that your expenses have been running around 12 per- 
cent of your net on that particular sale. 

Now, I notice the one up above it there, that you received at Port 
Hueneme, a million and a half and only $46,000 in cost. That would 
run much less. 

Admiral Arnotp. Much less. 

Mr. Batwan. Do these distinguish between replacement sales and 
surplus sales ? 

Mr. Sroxowskt. No, sir; we have both. 

Mr. Batwan. Replacement surplus ? 

Mr. Spokowskl. No, but we’re going into the overall disposal. 

Mr. Bautwan. It isa different kind of property, isn’t it? 

Mr. Sroxowsk1. Yes, sir. 

Mr. Batwan. Is it radically different ? 

Mr. Sroxowskt. No; it is not. 

Mr. Batwan. What kind of property is in replacement sales at 
Hueneme, for instance ? 

Mr. Sroxowskt. The replacement sale at Hueneme that is indicated 
there, was automotive construction equipment that was not excess but 
obsolete-obsolescent that the Navy was getting out of its system and 
buying replacement types of equipment to take care of the old gear and 
have it ready and active in case—— 

Mr. Batwan. Just a trade-in type of affair ? 

Mr. Spoxowsk1. Yes, sir. 

Mr. Houirrecp. Then this figure would be misleading unless we sub- 
tracted from that figure the replacement dollars. It would be mean- 
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ingless to us in terms of net return because actually you are selling 
good products and using the money as a downpayment on more expen- 
sive property ¢ 

Mr. Spokowsk1. Yes, sir. 

Mr. Houir1etp. I’m not criticizing the fact that you have to do that, 
but it is quite different from turning in surplus dollar receipts into the 
general fund, and that Port Hueneme as I understand it, there was a 
large portion of that that was in automotive stock and construction 
machinery and that type of thing which was being sold on a replace- 
ment basis, isn’t that true ? 

Mr. Srokowsk1i. That is true, sir. 

Mr. Houir1etp. Do you know how much of that went into the gen- 
eral fund and how much of it went inte replacement ? 

Mr. Spokowskt. Well, all the sales that they had of the automotive 
construction gear were made on a replacement basis overall. Bureau 
of Yards and Docks determined that they would take the stocks of 
actual material and sell for replacement as new. 

This current fiscal year there have been three sales at Davisville, 
R. I., at Port Hueneme, Calif., and at Gulfport, Miss. 

Mr. Houtrreip. These are all replacements? That is an all-replace- 
ment sale then, is it ? 

Mr. Spokowski. Yes, sir, that was all Bureau of Yards and Docks 
material. 

Mr. Houirietp. But you include those in your surplus figures, do 
you not, in these charts ? 

Mr. Spoxowski. No, sir, we do not include replacement sales. Those 
are separate transactions and in our disposal phase we include on our 
sales that which is actually sold as surplus. Replacement is separate. 

Mr. Bauwan. Are the expenses of these sales taken from the gross 
proceeds on the replacement sales or out of this $11 million? 

Mr. Spoxowskr. Well, the $11 million is the fund that all expenses 
of sale are paid out of. 

Mr. Batwan. Including replacement sales? 

Mr. Sroxowski. That wouldhe a sale; yes, sir. 

Mr. Batwan. To what is the $11 million tied ? 

Mr. Spokowski. The $11 million is tied to the $40 million fund that 
Congress permitted under the current appropriation for the Depart- 
ment of Defense. 

In the Department of Defense the three services got together and 
subdivided for the Army so much, the Air Force so much, and the 
Navy’s share was $11 million. 

Mr. Banwan. Was that a direct appropriation ? 

Mr. Houtrreip. It is accumulation from sales of surplus and it 15 
deposited in a stock fund, a revolving stock fund, is that not correct? 
It is not a direct appropriation. 

Admiral Arnotp. No; it is not, Mr. Chairman. It is my opinion 
that it has to be generated from sales before it 1s available. 

Mr, Houirteip. That’s right. 

Mr. Batwan. Is it not more particularly tied to the sales generated 
from the scrap ? 

Mr. Spoxowsxt. It isscrap and salvage. 

Mr. Batwan. Scrap and salvage? 

4 mr Spokowski. Right. We can’t throw in our surplus usable into 
1at fund. 
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Mr. Batwan. Can you use any other moneys than that which js 
provided under this limitation from the receipts of sales and scrap 
and salvage ? 

Mr. Sroxowskt. [I am not versed in that, Mr. Balwan. 

Mr. Batwan. Is $11 million the only money that you have for that! 

Mr. Spoxowski. No. I would say that based on the portion of $11 
million on a hypothetical case let us say we sold in the third quarter 
55 or used up our $11 million apportionment and we could not get any 
more from DOD control. 

Then the Navy would either have to cease its sales until the next 
appropriation, or use its maintenance funds out of other apportion- 
ments. By that an activity would not have that fund to get their 
money from. 

Mr. Batwan. Mr. Chairman, the thing I am trying to bring out is 
this. That the Navy Department is limited primarily for the ex- 
penses of sales from the receipts of scrap and salvage, and the alloca- 
tion to the Navy Department is $11 million. 

When the sale of scrap does not come up to $11 million, they have 
to dig into other moneys. I would like to know how much your re- 
colt from the sale of scrap within the past fiscal year are. 

Admiral Arnoxp. Scrap and salvage? 

Mr. Batwan. Scrap and salvage. 

Mr. Sroxowski. That I don’t think we have, Mr. Balwan, but we 
could furnish it to you. 

Mr. Batwan. Mr. Chairman, the Hoover Commission brought out 
this. That the receipts from the sale of scrap and salvage comes very 
nearly always to $11 million, and the point raised by the Hoover Com- 
mission was concerning a speculation as to whether when funds are 
running low, let’s say that the total sales of scrap came to only $8 
million and you need $11 million to operate, that is your limit, whether 
there was a danger that more scrap and salvage might be generated 
in — to provide funds from which to make sales of your other ma- 
terials. 

Admiral Arnoip. He has some figures here for the first 9 months of 
1955, sir, on salvage scrap and waste. 

Mr. Sroxowsk1. We bare overall scrap, waste, and salvage which 
is approximately 10 months, we have realized $16 million. 

Mr. Batwan. For what period ? 

Mr. Spoxowski. That would be fiscal year July 1 through April. 

Mr. Batwan. $16 million to date ? 

Mr. Sroxowski. Yes. 

Mr. Batwan. Of that you are able to use only $11 million? 

Mr. Sroxowsk1. Right. 

Mr. Batwan. And any other you have to use out of your own main- 
tenance and operation money probably ? 

Mr. Sroxowsk1. Right. 

Mr. Houirteitp. Well you can carry that over, can you, into the 
next year or is your stock fund limited to the $11 million and that in 
this case assuming you spent your $11 million allocation, you would 
turn the $5 million surplus there, $5 million that you have received 
for scrap ise would turn that into the general fund or would that 
be carried forward into your next year’s scrap account ? 
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Mr. Spoxowsk1. Mr. Chairman, on that we must turn in any moneys 
left back to the Treasury at the end of the fiscal year and start anew 
next year, j ‘ 

Mr. Hortrrenp. Well, the point that we were concerned with, Mr. 
Balwan brought out, and that is is there a tendency on the part of the 
services when they see that they are going to fail to reach their stock- 
fund allocation, to scrap good material or to declare as scrap material 
which might have a usable sale rather than to get the maximum out 
of it for the Government ? 

Admiral ArNnotp. I can answer that, Mr, Chairman. I am sure 
that there has been no such tendency, because the only figures available 
is the overall figures of where we stand on these proceedings from 
scrap and salvage would be at the Department level, and the people 
who declare the materials surplus on the other hand or scrap are not 
in our Bureau which has a large chunk of this money, but also out in 
the field at our supply-demand control points in the other Bureaus, 
and I can assure you there is no definite effort to declare material scrap 
in order to build up this fund. 

Mr. Batwan. Mr. Chairman, I think that some of this $16 million 
which has come in this year may go into the Department of Defense 
fund to build up to $40 million from which each service divides it up. 

Now I’m not imputing any such activity that is gor on. I bring it 
up again as the chairman asked Mr. Spokowski if they knew how much 

Spokowski stated 


money was being spent for surplus activity, and Mr. 
that it was tied to $11 million. 

Now if there is no such control in the field as to how much money is 
spent, there j errs is a lot more than $11 million spent. 


Admiral Arnoxp. I feel sure that there is, Mr. Balwan, but that is 
one of the things that we can give you in the letter which we give you 
with more information. I feel sure that it is considerably more than 
$11 million. 

(See letter of June 30, 1955, p. 341.) 

Admiral Arnoitp. Of course, when we come to decide how much 
money we are spending we have to make a break point somewhere in, 
the surplus disposal procedure and say from here on we are going to 
charge this to disposal. 

Now folks, if we were going to try to consider the amount of effort 
spent in deciding how much material has to be generated as Navy 
excess, that ee yet into a considerable amount of money. 

Mr. Horirtetp. That is the personnel, the salaries for personnel that 
are working in that field. 

Admiral Arnotp. Who would decide let us say in the case of the air- 
plane wings that you mentioned a minute ago, how many are excess to 
Navy need. If we were to include that cost in there it would run way 
up but I’m sure that none of that is in the $11 million. 

_ Mr. Hourrrerp. May I ask if the salaries of Navy personnel conduct- 
ing these sales are included in this total expense of sale or not? 

Admiral Arnotp. You are talking about the auction sales now, sir. 

Mr. Hotrrretp. Well, yes. 

You have Navy men at Port Hueneme. You have a corps of men 
there, career men, enlisted men, and commissioned officers who are 
assigned to that work ; have you not? 

Admiral Arnotp. Not the military personnel, sir, but if they were 
civilian personnel; yes. 
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Mr. Houirrevp. If they were civilian personnel their wages or 
salaries would be included in this item of total expense, but if they were 
members of the service, their salaries would not be computed in this; 
would they ? 

‘Assbigel Arnotp. You mean if they were military personnel? 

Mr. Houtrievp. Yes. 

Admiral Arnoip. They would not. 

Mr. Hotirtevp. So this figure does not give us a complete cost of 
sale at all; does it? 

Admiral Arnoxp. In that sense that is true. 

Mr. Ho uirievp. In that sense. And the months of preparation for 
this sale I don’t suppose is computed in it either. In each base such 
as Port Hueneme you may spend several months getting this material 
segregated and receiving it as it is shipped in from other places and 
# lected there and stationed in the sales yard and all that sort of 
thing. 

That expense would not be computed either; would it? 

Admiral Arnoup. Yes; I think it would. I think that would. You 
see that becomes a part of the sales operation. 

I am pretty sure that would be in here. 

Mr. Houtrrevp. As far as the civilian employees are concerned, but 
not as far as the military employees are concerned, 

Admiral Arnoup. That’s right. 

Mr. Batwan. Mr. Chairman, I think it would be very difficult to 
isolate general expenses connected with the operation of your salvage 
yards beyond a point when you begin preparing for a particular sale. 

In other words, you take Pearl Harbor, all property at Pearl Harbor 
is not sold by auction. 

Admiral Arnotp. That is true. 

Mr. Batwan. You have a lot of sales going on on the sealed-bid 
method and probably other methods, so the immediate direct-sales 
expense connected with the auction is probably what is included here. 

n other words, when you degide that you are going to have an 
‘auction and you’ve got the material allocated, you begin moving cer- 
tain materials to the auction site or a separate lot of some kind, and 
the expenses connected with it from that time on usually is a direct 
expense of the sale. 

Admiral Arnoip. That’s right. 

Mr. Batwan. Any other expenses of handling surplus property are 
not developed. It may be that you have a pump or a valve that did 
not bring a good enough return for five other sales preceding that 
which you did not choose to accept bids on. 

Is there anyway on the same basis as an industrial fund account 
that you can isolate the total cost of handling surplus properties! 

Admiral Arnoxp. To throw in the overhead too you mean, Mr. 
Balwan? 

Mr. Batwan. Throw in the overhead. 

Admiral Arnoxp. No, sir. 

Mr. Batwan. Without going back into the supply-management part 
and computing your supply and demand, but just taking it from the 
point of when it is screened, becomes surplus, the total cost in volved. 

Admiral Arnot. No, sir; not except at the activities suchas ship- 
yards which are on the industrial fund already. 
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Now it might be that by using that as a base we might be able to 
arrive at an estimate for the total. 

Mr. Batwan. Mr. Chairman, might it be desirable to request a 
sample operation of such costs from a shipyard or any other installa- 
tion which has an industrial fund that would isolate such cost? 

Mr. Howirretp. Could you do that, Admiral? I mean what is in- 
volved in that ? 

Admiral Arnotp. For purposes of the shipyard it will not be very 
difficult. 

(See letter of June 30, 1955, p. 341.) 

Mr. Batwan. At Terminal Island could they do that for instance? 

Admiral Arnot. Yes. 

Mr. Houtrrevp. Here is another thing that I’d like to know. Now 
you have given us a report on auction sales. 

That only gives us a partial idea and I suppose that is probably your 
most favorable report. You also had negotiated sales at these yards 
and you had sealed-bids sales I suppose and spot sales. Now did your 
chart show your overall activity ? 

Admiral Arnotp. Yes; it did. 

Mr. Houtrtevp. It did? 

Admiral Arnoup. For Navy property, sir, again. 

Mr. Spokowski will check me on that but the charts did not include 
replapemny sales. 

Mr. Hoxtrtetp. Do you have similar charts on your negotiated sale 
bids and spot sales or whatever other type you use similar to this 
report on auction sales so that we could get a comparison between the 
types of sales to see which seems to be the most efficient ? 

Admiral Arnotp. No, sir; we don’t have that breakdown. 

Mr. Ho.irretp. Why did you break down your auction sales? 

Admiral Arnotp. We only gave these to illustrate, sir, the progress 
that we have made in the auction method of sale. It was more to indi- 
cate the amount of material we were disposing of by auction than to 
show you a rate of return. Since we had that information we sup- 
plied it. But the primary purpose of this was to show you, sir, how 
many auction sales were held and what value. 

Mr. Houtrtevp. I think the subcommittee is certainly interested in 
that, because as you know we advocated that in the last report we 
put out. 

Do you have any figures to show what percentage of return you are 
getting on these other types of sales ? 

Admiral Arnon. By individual type of sale? 

Mr. Hourrterp. Yes. 

Admiral Arnotp. No, sir. 

Mr. Hotirretp. Then this figure could be considered as your net 
for total sales at all; could it? 

Admiral Arnotp. The auction, on the auction chart ? 

Mr. Horirterp. Yes. 

Admiral Arnotp. No, sir. The charts that we showed, Mr. Chair- 
man, are what indicate the return from sales across the board. 

Mr. Houirtetp. From across the board ? 

Admiral Arnoxp. Yes. 

Mr. Batwan. How did you build those up if you did not have the 
returns that we are asking for? 

Admiral ArNotp. You mean the charts? 
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Mr. Batwan. Yes. 

Admiral Arnotp. Well, we had the returns, Mr. Balwan, but we 
don’t have them broken down by method of sale. We know what our 
proceeds are from sales across the board but we don’t know what they 
are by types of sale, because we have not segregated our records in 
that way. 

Mr. Finisunes, Well, do you know what proportion your auction 
sales are in regard to your total sales? You should have that. 

Admiral Arnoxp. Yes; I think all we’d have to do would be to total 
these here. 

Mr. Ho.irrevp. All you’d have to do would be to total these and then 
take that against your total sales? 

Admiral Arnoxp. I don’t know what it is you are thinking of, sir, 
but I think it would be unwise to take auction sales and assume from 
that that per se across-the-board auction sales are the most desirable, 
because naturally you put into auction sales the kind of material that 
you think is best suited to auction sale. 

Mr. Hourrretp. Sure. You’ve got about 50 million in acquisition 
material just in round numbers. 

Mr. Batwan. It covers several fiscal years though. 

Mr. Houtrrevp. That’s right, it covers several years. 

Admiral Arnoup. They are chronologically in order there. There 
are about 2 years there, sales held by auction through about 2 years. 

(The charts referred to follow :) 
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ExHtIsit B 
NAVY DISPOSAL PROGRAM 
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NAVY DISPOSAL PROGRAM 


PROCEEDS FROM SALES AND PERCENT OF RETURNS 
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ExuHisit D 


NAVY DISPOSAL PROGRAM 


USABLE PROPERTY 
PERCENT OF RETURN 


ao PERCENT OF RETURN - COMMON USE MATERIAL 


PERCENT OF RETURN - SPECIALIZED MATERIAL 





ist Qtr 2nd Qtr 3rd Qtr 4th Qtr 
EY. 1955 


Mr. Houirretp. So that would present a rosy picture of recovery 
in relation to the total figure. 

Could you tell us what the trend is in percentage of return? Do 
you feel that you are getting more ? 

Admiral Arnoxp. I think we are getting more wherever we can, sir, 
as exhibited in exhibit D, on usable property. 

For example, we have improved our specialized materia] a little and 
we have improved our common use material I think considerably more 
than that as exhibit D shows. 

[ think we are increasing our return. 

Mr. Hourrrecp. How does that show that, Admiral ? 

Admiral Arnorp. I am looking now at exhibit D, sir. Do you have 
exhibit D? 

Mr. Houtrreip. Yes. 

Admiral Arnoxp. It is the percentage of return at the left, so that 
for the first quarter we got about 1214, the second quarter of 1955 
about 15, and for the third quarter say 1614, between 16 and 17. That 
i80n common use. Now, on the specialized at the bottom we dropped 
a little between the first and second quarters, it appears here, but we 
made a measurable improvement in the third quarter there, and, of 
course, percentagewise I guess we did just about as well; I mean the 
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ratio of increase we seem to have done just about as well in specialized 
as we did in common use. 

Mr. Batwan. Again there is a varying proportion of common us 
to the specialized materia] here. I wonder if you could give us the 
basic figures from which these computations are made. 

An overall figure can be prepared. 

Mr. Srpoxowsx1. The overall sheet that we have Mr. Balwan, we 
have taken from reports. We have the sale and acquisition costs, the 
proceeds, the percentage of returns for both commodities which we can 
give you in dollar figures plus the percentage, and that comes in every 
month and we have given it to you by quarters. 

We can break it down from the S anacees of fiscal year 1955 to the 
comparison before and give you an overall picture of what is accom- 
plished on each of the particular segments, the general as against the 
special. 

PWe did not want to go into so much detail in the presentation of 
these charts. 

Mr. Houirterp. Would you furnish that material to the staff so that 
they could study it? 

Mr. Spokowsk1. You want it for each month, Mr. Balwan? 

Mr. Batwan. You have the monthly report, is that what is it? 

Mr. Sroxowsk1. Monthly report, a copy of it; yes, sir. Would you 
want one for each month of fiscal year 1955 or just an example? 

Mr. Batwan. Yes. 

(See letter and charts of June 30, 1955, p. 341.) 

Mr. Rrentman. Admiral, in our report which was issued in Febru- 
ary of 1954, certain recommendations were made to the different de- 
partments in respect to the disposal program. We are anxious asa 
committee—and the chairman has asked me to follow through with the 
recommendations that were made in requesting such information from 
you or from the Navy—to find out just exactly what has been done in 
respect to these recommendations. 

Now do you have them before you ? 

Admiral Arnotp. Yes, sir; we do. 

Mr. Riruitman. Well, suppose we start out with No. 1. 

Admiral Arnotp. No. 1 is merchandising. 

Mr. Riewtman. Yes. 

Admiral Arnoxp. We have simplified our bidding requirements, Mr. 
Riehlman. We have increased the advertising funds which sales activ- 
ities can use to promote a greater interest in Navy surplus property, 
and we have allowed bidders to obtain representative samples of the 
items that we have. 

We have by a process of education endeavored to make our field 
activities, that is the selling activities, realize that our bidders ar 
people with whom we want to do business, they are valued customers, 
and by and large the better they are treated, the more courteously they 
are treated, the better information they get, the better return we' 
going to get, the more response to our invitations, ; 

We have required each holding installation to relax its security 
requirements to the greatest extent they can and to make it possible 
for them to actually see this material easily. 

Mr. Rreactman. Isn’t that about it 


a 





Admiral Arnowp. It is essentially the same as I gave in your state 
ment. 
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Mr. Rreniman. Essentially about the same as you gave in your 
report ? 

Admiral Arnoxp. Yes, it is. 

Mr. Rieniman. I recall that. 

Admiral Arnotp. Is this about what you want, Mr. Riehlman? 
It is what we are doing. 

Mr. Rreuiman. No, I think we want to get into a little bit more 
detail as to just exactly what has been accomplished. 

Mr. Spoxowsxi. What type of detail would you like, Mr. Riehlman ? 

Mr. Batwan. The sales methods that were used 18 months ago were 
at that time auction sealed bids for the most part. Have you done 
anything different in your merchandising procedures from that which 
existed at that time ? 

Mr. Spoxowsk1. Yes. We have gone into a limited negotiated sales 
procedure. 

Mr. Batwan. Can you explain that ? 

Mr. Spoxowski. Negotiated sales? 

Mr. Batwan. Is this something new and different ? 

Mr. Sroxowsx1. No, it is not new. We have liberalized it much 
more than it was, Mr. Balwan. 

Previously we asked each sale to come into the Bureau of Supplies 
and Accounts and we'd cull over and grant authority. We had acentral 
control on granting authority for negotiated sales. We have liberalized 
our negotiated sales and let each installation have its sales up to $500 
as prescribed by GSA regulations. 

Anything over we have gone to GSA in certain instances and got 
special apenon) for negotiated sales.. We have used the spot bid for 
more or less a sight sales letter concept of selling property, so on that 
basis that would be a new technique. 

Now on our sealed bid sale—— 

Mr. Batwan. Would you explain what kind of material you sold 
ona negotiated sale ? 

Mr. Spoxowskt. On negotiated? We have sold all types. It has not 
been limited to any specific one, Mr. Balwan. But we have limited it 
as prescribed by GSA for less than $500 returns if the sale was wanted, 
For instance a town wanted an old fire truck we had and they had 
offered us $400 which was a pretty fair market price. We have nego- 
tiated sale with the township, or the volunteer fire department, to get 
the bid, as an example, : 

Mr. Batwan. Instead of open competitive bidding ? 

Mr. Sroxowski. That is true. On the site sales type of a sale we 
have had, we have sold all this material that is specialized or has lim- 
ited sales appeal to eliminate the cost and expense to go into the sealed 
bid sale and tailored it down and tried to save ourselves a tremendous 
amount of paperwork in issuing sales invitations, detailed listings of 
material and all that goes into a sealed bid. We have improved on our 
sealed bid by the use of this guaranty method of sale wherein a bidder 
can be assured what we have offered will be delivered except for the 
condition phase. He does not have to go and look at it and rest as- 
sured that he is getting a table and not a chair in the end result. 

He can sit back, save his money on transportation expenses viewing 
the material, and then have the right under the contract to turn the 











386 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


material back to the Navy if it is not what we have printed and stated 
we are selling, except for the condition. That we can’t guarantee. 

Mr. Batwan. How about materials in lots? Do you guarantee the 
amount then and wait? 

Mr. Srokowski. We have eliminated to a tremendous extent per lot 
sales. That is a sale that you cannot grant much relief to any party 
under the contract, so we have gone on a per ton or let us say on a unit 
measure method of sale to that extent so that the man can get the 
amount we have offered, and in addition we have given him a greater 
safety factor by allowing him a variance. He will not get—for exam- 
ple, we offer a hundred units and then force him to take 300. 

We can only deliver him in the case of usable material 10 percent 
over what we have advertised. Nor is he required to take less than 90, 
using that 10 percent variance. We have tried to tailor our current 
and our past methods of sale to the individual who is buying as good 
merchandising people should. 

The customer is always right. So far as regulations permit we 
have tried to tailor ours to the customer. 

Mr. Hortrrevp. I noticed in your statement, Admiral, that you had 

rovided authority at the local level to make adjustments with buyers 
in case there are complaints. 

Admiral Arnotp. That is true. 

Mr. Houirretp. And heretofore that was a matter of a lot of red- 
tape, was it not? 

Admiral Arnotp. That is true. 

Mr. Ho irteip. That seems to be an improvement. Go ahead, sir. 

Mr. Batwan. In the admiral’s statement it was stated that in order 
to select the best sales methods and tailor them to market trends the 
Navy consulted with leading commercial organizations. 

I would like to know what kind of organizations they were. Then 
you have “one of the suggestions made was the use of auction sales.” 

Were there any other suggestions made which you discarded as be- 
ing not feasible for Navy sales? 

r. Spoxowsk1. To my knowledge we did not discard any that were 
proposed to us except for one which was this corporation X which 
private industry would sell aircraft parts and equipment. 

Mr. Batwan. And you discarded that as a method ? 

Mr. Srokowskt. Well, that was an overall Army, Navy, and Air 
Force review and it was subsequently discarded. Well the Navy did 
discard it. 

Mr. Batwan. In your sales you show here that common use, you can 
get a pretty good return from, but on specialized items you can’t get 
as good a return, and you get less than a nickel on a dollar. Might 
that not be a method for handling some of your specialized material 
and getting an increased return ? 

Mr. Spokowsk1. Yes, it could. 

Admiral Arnorp. Mr. Balwan, I would like to introduce one factor 
which keeps that rate of return on specialized material low, and that 1s 
that by and large it had a high acquisition cost. In other words, the 
generator that you use on an aircraft costs a lot more than a generator 
that you buy for your automobile. 

But for the man who is going to buy it on the outside if he is not go- 


ing to put it on an airplane it is not worth to him as much perhaps as 
an automobile generator, and the same applies to some of our elec- 
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tronics. I think Mr. Balwan, that accounts to a large extent for what 
the low rate of return on specialized material is. 

Mr. Houirtetp. This presumes that the Navy knows what the 
market is and its demand in the commercial world. 

In other words, you may have a generator which you people feel is 
not needed anywhere or a certain propeller or an automobile part and 
it is your decision that it is not needed and has very little value. So 
you sell it by the customary methods. Now if you had a specialized 
organization, it may be that that organization were an aggressive sales 
force and contrasted with a passive force such as you people must have 
in which you merely mail out your sealed bids or you invite an auc- 
tioneer to come in and buy the thing and give you whatever he wants 
for it, it is possible that you might get a higher return than you are get- 
ting. And the specialized material for which you are getting a lower 
return constitutes a larger proportion of property than that from 
which you are getting a higher return. 

Admiral Arnon. Dollarwise that is true. In acquisition cost that 
is true. 

Mr. Ho.irrenp. Recommendation No. 17 of the Surplus Property 
Report of the Hoover Commission is as follows: 

That the Administrator of General Services in consultation with the Depart- 
ment of Defense and the Department Commerce develop a program for the utiliza- 
tion and disposal of contract or terminated inventories and other surplus com- 
modities through service contracts with private distributing organizations. That 
such a program include the designation of types of commodities suitable for dis- 
tribution and disposal through private channels, the development of criteria gov- 
erning contractor eligibility, the drafting of appropriate contract forms, the estab- 
lishment of authorities and procedures for Government control through account- 
ing, pricing and other control devices. 

Now that applies to the utilization of specialists in selling fields. 
Now you spoke of a corporation X type of proffer along this line and 
you say that you had discarded it. 

Mr. Spokowsk1. Yes, sir. 

Mr. Howrrterp. I’m not familiar with that particular type of an 
offer, but was it something along the line of a proposal ? 

Admiral Arnotp. As I recall, Mr. Chairman, it was a proposal— 
[have heard it—that a corporation be set up which would administer 
as I recall it, all contractor inventory, and I believe it was limited to 
inventory from aircraft contractor plants. 

Mr. Houtrtetp. A private corporation. 

Admiral Arnowp. Yes, sir; it would be incorporated as a private 
corporation. 

Mr. Hourrterp. I can readily see some objection to that, but what 
was your objection to it? Would you state it 

Admiral Arnotp. We felt that the bulk of contractor inventory, 
since it was being circularized by the Navy and the Air Force anyway, 
was getting about as good circularization as it could get for utilization. 

Mr. Houtrretp. You referred to contractor terminated inventory 
when you made your statement just now? How about other special 
types such as aircraft parts and ship parts and automotive parts? 

_Admiral Arnop. If we are talking about the proposal for corpora- 
tion X, sir, their proposal did not include that, but if you are asking 
or my comment, and I believe you are 

Mr, Hotrrrevp. I’m asking for your comment on the general subject. 

ave no interest in corporation X. 
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Admiral Arnotp. Well, speaking personally, sir, and I would like 
to have DOD, if it is available, comment on this, I think it would be 
worth a try. I think it is like some other things. You find out how 
good it is by trying it, and speaking personally I think it might well 
be worth a try. 

That is the way we learned about auction sales, by trying them out. 
Perhaps we could learn something the same way on this. 

Mr. Hottrretp. Some of the members of this committee served on 
the original committee in the old War Assets termination days, and 
at that time we scrutinized a great many of the aircraft parts agency 
contracts and we found a great many things wrong with it, and we 
pointed out those deficiencies in that type of a disposal program. At 
the same time where it was operated efficiently and honestly, I believe 
the committee found that the percentage of return was much greater 
than the slipshod method of auction sales and sales without knowledge 
of what they were selling and purchases without knowledge of what 
they were buying in many instances, which were occurring in these 
specialized part fields. 

So because of that increased return over your auction methods or 
your sealed bid methods, we felt that this field could be explored and 
with safeguards set up such as suggested here in recommendation No. 
17 we felt that possibly this is a field that might be of great benefit to 
the Government to explore as much as this committee felt that the 
auction sale method was a good method to go into more fully, and I 
believe it is proving out that way. 

I think your testimony shows that, does it not ? 

Admiral Arnotp. For certain classes of material under certain con- 
ditions I think it is excellent; yes, sir. 

Mr. Batwan. Didn’t you have some reservations about even auction 
sales when they were first considered so that you even had test sales 
or experimental sales ? 

Mr. Spoxowski. That is correct. There had been a lapse of auc- 
tions at times during War Assets as the chairman pointed out. The 
auctions were the best type or media of using for sales. We had 
exceptions and reluctancy on auctions until we knew what commodi- 
ties and types of equipment were susceptible to an auction. 

So those reservations were based on that. Auctions are an old estab- 
lished method of disposal. There is no exception to an auction as 
such, but as to the fitting into the overall Navy program for disposal 
of surplus property. 

Mr. Batwan. For specialized type of property you went at it in4 
very commendable manner in which you felt this does not apply to 
all property, it applies to some classes. We don’t know whether we 
can select a contractor to make this sale. We have not done it. How- 
ever, in looking over the War Assets reports there the War Assets 
people report that the Navy is experimenting with auction type sales 
in 1947, and you had the same type of experience. And now 11 
1952-53 you began experiments again, and your result was quite 4 
favorable result. 

Mr. McBrive. Mr. Balwan, as a matter of information in June 
1950 we entered into a contract at Mechanicsburg for an auction sale 
which we had to cancel because the Korean war broke out before we 
could hold it. So as early as 1950 we attempted it. 
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Mr. Bauwan. Have you been disappointed in the returns from 
auction sales ¢ 

Mr. Spoxowsxt. No. 

Mr. Hoxirretp. Do you not think that there might be some safe and 
beneficial way that you could work up sales of these special parts in 
aircraft and automotive parts and possibly in your electronics where 
specialists in those fields buy under the right kind of contracts, by 
placing them on a percentage basis of some kind that you might get 
a more orderly disposal of those parts to a specialized market which 
these commercial firms ordinarily service, and that you might be able 
to work out a method by which you could also increase your sales 
in that line ¢ 

Admiral Arnotp. Mr. Chairman, I think that our disposal agencies 
by this time have been selling this kind of material for a good while 
and probably have an excellent idea of what the market is in that 
line, who the prospective bidders are that are apt to give it a return, 
but I don’t want to close the door and say it is no good. From my 
own point of view I’d be willing to give it a try. 

Mr. Houirtevp. Well, we have reports come in to us quite often of 
the sale of specialized parts such as bearings and other things along 
that line, at really ridiculously low prices and in all kinds of shape 
and form, and you are only getting 5 cents on the dollar by your own 
chart here. Now we have businessmen in these fields that come to the 
committee and tell us that they can do better for the Government 
than the Navy is doing in this field. 

Whether they can or not of course we can’t say, but I think it is 
reasonable in this day of specialized merchandising, I think it is 


| reasonable to suppose that specialists in certain fields who have built 


up a list of customers who have confidence in them as to what they are 
offering, the shape that it is in and so forth, that they will be willing 
to pay more than they would be to chase around to these auction sales 
and other types of sales of the Navy and pick up quantities of material 
maybe which were either inadequate or too much for them and which 
they did not need, but where if it was broken down into the regular 
commercial practice they could buy the quantity they wanted and be 
assured of the condition by a firm that they are dealing with, a perma- 
nent firm that they are constantly dealing with, and it seems like to me 
that in this field that the service would be justified in exploring this 
field a little more than they have. It has been recommended inci- 
a by the Hoover Commission that an exploration be made into 
ls heid, 

The task force that studied it thought that it could be done. It 
acknowledged that you’d have to develop criteria governing contractor 
eligibility so you would not get in unprincipaled and unstable and in- 
efficient people, and I recognize it would be a real problem in establish- 
ing that criteria. It also recommends the establishment of Govern- 
ment control through accounting and provides pricing and other con- 
trol devices, and that was one of the things that we found was bad in 
the old War Assets Administration procedure, was that they lost track 
of the property. 

They assigned it in bulk on a consignment basis without proper ac- 
countability, and then they more or less took the agent’s word for it 
that he had sold it for a certain amount, but it would seem to me like 
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this would offer no real problem if the General Accounting Office was 
called in and consulted on the method of setting up a contractor ac- 
countability procedure, and it would be worth at least a trial in some 
specialized field. . When you start selling automotive parts by the ton 
or by weight, you are not going to get the value out of it that you would 
get out of that selling them through the regular channels of trade to 
people who plan to use them for the purpose that they were constructed 
for. 

Admiral Arnot. Of course you talk about a ton of automotive parts. 
Somewhere along the line somebody has got to spend some money to go 
through it and say what is this part and what kind of condition is it in. 

Mr. HouiFrevp. That’s right, and that is where your specialists is 
supposed to render this service which you follow which you folks can’t 
render. That is exactly the point. 

Mr. Rieutman. Mr. Chairman, if I could interrupt at that point, 
doesn’t that tie right in with another recommendation that this com- 
mittee made with respect to the personnel that are procured in the 
services to handle this disposal program, and so with the rotation pro- 
gram as it affects the military man who is in charge of the disposal 
program. 

Those military men are never employed or retained long enough in 
that field of activity to acquire the knowledge that is necessary to 
earry on this type of program. 

Now, Admiral Arnold, I notice that somewhere in your statement 
you stated that people are retained for 10 to 12 years, some period of 
time, and they have a better knowledge of this disposal program. 

When we were in the field investigating this activity, we found that 
that was not true, that the men who were military people were 
brought in or rotated in for 2 or 3 years. By the time that they are ac- 
quainted with this program—and it is a specialized line, I believe, if 
we are going to get what we want to get out of the program dollar- 
wise—they are rotated out into another field of activity and someone 
new is brought in. And also as to the caliber of people that we found 
in this disposal program, they were not what I feel are specialized 
people in that field of activity. 

To get back to what the chairman is speaking about, I use this 
illustration. 

Take, for instance, the people who are in the bolt and nut and screw 
business. I don’t expect that you are going to find someone in the 
military disposal field, a civilian, who knows the background of that 
industry and would know where the best field of disposal could be 
found. 

It seems to me that it would be worth a trial at least either with the 
automotive people or the airplane people or parts people or someone 
like the people who are in the specialty field of screws and nuts and 
bolts or bearings. They always know where the best current market 
is for disposal of this type of equipment, and they immediately, by 
looking at it, can tell more readily, I would expect, than anyone else 
what the value of such material might be and what the possibilities 
of disposing of it at a better return to the Government are. 

I would like to know, Admiral, if anything has been done in the 
Navy with respect to that recommendation regarding. the rotation of 
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the military people and also the procurement of more specialized 
people in the field for disposal. XE 

Admiral ArnoLp. With regard to our military personnel, sir, we 
have kept the rotation period essentially the same. Now with regard 
to our civilian personnel, our constant endeavor has been to get people 
with more experience and the better civilian grades that go with it. 

Mr. Rren~Man. Have you been able to do that ? 

Admiral Arnotp. I feel we have, sir, but I’d like to ask Mr. Spo- 
kowski to indicate that. 

Mr. RieutmMaNn. What have you done with respect to the compensa- 
tion that is being paid them? Have you raised the grade and the 
salary to those levels that attract outside people to that type of 
position ¢ 

Mr. Sroxowsk1. Yes, sir, Mr. Riehlman, we have. We have gone 
into this integrated disposal division. When you made the inspec- 
tions out in the field, we had disposal as a section under the procure- 
ment people. Procurement had disposal as an additional chore. We 
have taken and made disposal up on a division level far above procure- 
ment, and based on duties and responsibilities of civil service require- 
ments, and all that has given more emphasis and added the structure 
and background needed to get higher grades and higher caliber type 
of people. You can’t get a specialist for dollars when you have to 
pay him tens of dollars. 

So basically in raising that structure and getting higher grades 
which run now grades 10 and 11, we are able to get the caliber of 
people that you indicated we needed, sir, and have gotten the grade 
structure and moneys so that we could get the best we possibly could. 

Mr. Houirretp. We think this is pretty important and I agree with 
Mr. Riehlman in the recommendations that were made at that time. 
We want a definite check on this phase of it and I am going to ask 
the staff now to read what our eten was at a particular place and 
then I’m going to ask you to supply us with a list of the people that 
you now have at this place and what your group is paying them in 
corresponding grades so the committee can have accurate knowledge 
as to just what you have done in this particular field, because we feel 
like in the hiring of people in a $3,000 and $4,000 grade per year to 
cell property that runs into millions of dollars, that we are probably 
not guarding the Government’s interest as well as we might. 

Go aheac, Mr. Balwan. 

Mr. Batwan. Mr. Chairman, at Jacksonville, Fla., the United States 
naval air station, where in fiscal 1953 then $1,737,000 was sold by the 
aisposal officer for $110,000, or a percentage of roughly 6 percent, the 
military disposal officer was a Wave lieutenant in charge of Disposal 
Division. She majored in business administration in college as a 
civilian and, after being commissioned in 1944, attended the Navy 
Supply Corps at Radcliffe College and the Navy Purchasing School 
in Washington. 

Prior to her assignment to Jacksonville in November 1951 her 
experience had been primarily in general Navy supply work and in 
disbursing. 7 

Now on the civilian disposal staff, chief civilian disposal officer at 
Jacksonville had no experience in disposal work prior to his employ- 
ment by the Navy. During his 10 years’ employment by the Navy in 
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various civilian capacities he has spent about 6 years in purchasing and 
in disposal work. At present he is a civil-service employee with a 
GS-9 rating, a salary of about $5,560 a year, with whom you entrust 
this terrific responsibility and judgment in merchandising this 
material. 

The remainder of the civilian disposal personnel consists of 25 em- 
ployees including 2 GS-7’s at $4,700, 1 GS-5 at $4,160 per year, 
2 GS-4’s at $3,655 per year, 2 GS-—3’s at $3,430 and $3,270, respectively, 
plus other employees at lower salaries including 17 ungraded em- 
ployees who assist in the physical handling of materials. 

In Mechanicsburg, the United States naval supply depot, the dis- 
posal officer at this base is a lieutenant commander who has served 
in this capacity for only 4 months prior to the subcommittee’s visit. 

We have learned that he has left since that time. Prior to his 
assignment as ee officer he had about 7 years of general supply 
experience in the Navy and 4 years as a line officer. His predecessor 
had served as disposal officer for 3 months and the disposal officer 
prior to that time had served for 18 months. On the civilian disposal 
staff the senior civilian disposal officer had served in his capacity for 
about 5 years. Prior to that time he had 23 years of varied experience 
working for the Navy, 5 years as a senior traffic clerk, with the War 
Department for 2 years as a property and supply clerk, the Common- 
wealth of Pennsylvania, 4 years’ clerical work, work with a railroad 
company included some experience in the sale of damaged materials. 

At present or at that time he was a civil-service employee with a 
rating of GS-9. The remainder of the civilian disposal personnel 
consisted of 11 employees ranging from grade 6 down to grade 3 at 
$2,900 a year. 

At Port Hueneme, the United States Navy advanced base supply 
depot, disposal officer is a lieutenant, junior grade, who has slightly 
over 1 year’s duty in his present assignment. He enlisted in 1937, 
holds a limited duty commission, having had varied duties in disburs- 
ing of general supply ashore and afloat, His educational background 
includes 2 years junior college and 6 months’ business course. Disposa! 
chief, chief civilian disposal officer has been employed in the Navy 
supply work for over 11 years with about 5 years’ experience in dis- 
posal and related activities. Prior to employment by the Navy he had 
over 20 years’ experience in the homefurnishing business including 12 
years’ experience buying, selling, and supervising installation of re- 
silient floor coverings. His present civil-service rating is GS-9 at a 
salary of $5,185 a year. 

You have to depend for continuity on your civilian staff or your 
military man who presumably can give it some kind of direction which 
the civilian cannot give. 

The military disposal program at the time these people came in was 
down to a very limited low level, and these people have grown up in 4 
system where overall in the Navy you are selling a billion dollars’ worth 
of material a year. I think the chairman would like to know in a fol- 
lowup type of hearing like this specifically what have you done to 
improve personnel in your sales organization. 

Mr. Hottrteip. We feel like, we felt then, and I think we feel now, 
that in view of the fact that you are handling so many millions and 
hundreds of millions of dollars’ worth of material in these sales, that 
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they deserve either a very experienced type of military person to be 
trained in the work and more or less permanently assigned to that type 
of work—I know what your problems are in regard to rotation—or 
at least a high-grade civilian permanent employee in these installa- 
tions that can bring to bear on this job a better background of experi- 
ence and a wider range of ability possibly than some of the people 
you have had in the past when we made these checks. 

We hope that you can give us some information on these specific 
points just as a followup for this committee so we can see whether you 
are still operating on the same basis or whether you have actually rec- 
ognized the importance of this function and given it the attention we 
think it needs. 

(The information requested is as follows :) 


Hon. CHret HOLIFIELD, 
Chairman, Subcommittee on Military Operations of the Committee on 
Government Operations, House of Representatives, Washington, D. C. 


My Dear Mk. Horirietp: Information was requested by your committee to sup- 
port statements made by naval representatives regarding disposal personnel at 
naval selling activities. 

The committee specifically desired to determine the improvements made by the 
Navy at field activities previously visited by the Riehlman subcommittee. At 
the Naval Construction Battalion Center, Port Hueneme, Calif., the disposal 
organization is now an integrated disposal division. The military officer is a 
lieutenant commander in lieu of a lieutenant junior grade. The grade of the 
head civilian is currently being reviewed for the purpose of increasing his civil- 
service grade to equal those of comparable naval activities having disposal 
divisions. 

In the case of the Naval Supply Depot, Mechanicsburg, the head civilian is now 
a GS-10 in lieu of a GS-9. No appreciable change has been effected at the Naval 
Air Station, Jacksonville, Fla., or the Naval Supply Depot, Bayonne, N. J. Stud- 
ies are being made toward increasing the grades of civilian personnel at the 
naval air station and possibly reorganizing the disposal organization into a 
division. No changes are considered necessary at this time at the Naval Supply 
Depot, Bayonne. 

The enclosed document was developed by the Navy in order to establish a set 
of standards which could be used to evaluate and recruit personnel in a uniform 
manner. Current recruitment is varied and flexible leaving much to be desired 
by departments or agencies. These standards cover only departmental qualifi- 
cations and grades. However, once these standards are approved by the Civil 
Service Commission, the Navy will take positive action to have similar ones 
apply to field positions. It is believed that this is one of the major obstacles 
which will be eliminated and pave the way for a more comprehensive method 
for obtaining or retaining qualified and experienced personnel. 

I trust the foregoing information will be sufficient for your purposes. If I can 
be of further service, please do not hesitate to call upon me. 

Sincerely yours, 


R. J. ARNOLD, 
Rear Admiral, SC, USN, 
Chief of Bureau. 
By Joet D. Parks. 
Rear Admiral, SC, USN, 
Acting Chief of Bureau. 
[Navy Department Board of United States Civil Service Examiners] 
MaArcH 22, 1955. 


Unirep States Crvit Service CoMMISSION 
Announcement No 


g PERSONAL PROPERTY DISPOSAL SPECIALISTS 
Options: 


Property Disposal Officer, GS-9-15, ($5,060-$10,800) 
Property Utilization Specialist, GS—5-15, ($3,410-$10,800) 
Property Marketing Specialist, GS—5-15, ($3,410-$10,800) 
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IMPORTANT NOTICE 


The lists of eligible competitors established as a result of this examination wi! 
supersede those established under previous examinations. 


POSITIONS TO BE FILLED 


The positions to be filled from this examination are in the departmental and 
field service of various Federal agencies located in Washington, D. C.; Alexandria, 
Va.; Arlington and Fairfax Counties, Va.; and Prince Georges and Montgomery 
Counties, Md. Many of the positions to be filled are in the Department of 
Defense; a limited number of vacancies also may be filled in other Federa| 
agencies. 

Most positions to be filled from this examination are at grades GS-5-9. Aj). 
though positions at higher levels are usually filled by promotion, there will be a 
few vacancies to be filled at grades GS—-11-15. 


REDISTRIBUTION AND DISPOSAL PROGRAMS OF THE DEPARTMENT OF DEFENSE 


Two of the most complex business and management problems faced by the 
armed services today are those of achieving maximum utilization of excess and 
obtaining maximum recovery from the sale of surplus personal property. They 
are problems worldwide in scope, created from the necessity of maintaining a 
global supply system geared to support the greatest defensive power in history. 
They are caused by the ever present factors of obsolescence, wear and tear, 
deterioration and necessity for replacement of property and of scientific and 
technical advances. 

The Utilization and Disposal Programs are continuing ones and are assuming 
increasing importance in scope and responsibility. Carried out successfully, the 
utilization program accomplishes direct savings to the taxpayers by reducing new 
procurement through redistributing excess within or between the military services 
or to other agencies of the government, while the disposal program recovers 
millions of dollars for the United States Treasury from the sale of property 
determined to be surplus because it is of no further use to the government. 

Problems encountered are many and varied and cut across many phases of 
supply operations. The positions of personal property disposal specialists pre- 
sent a challenge to initiative, ingenuity, and judgment. 


DESCRIPTION OF WORK 


Personal Property Disposal Specialist 

Persons appointed to these positions perform either singly or in combination 
analytical, coordinative, administrative, and supervisory duties involved in the 
utilization and/or disposal of supplies, equipment, and materials other than real 
property which are determined to be excess, surplus, obsolete, or unservice- 
able to the needs of using Federal services. They are primarily responsible for 
assuring practical, economic, and effective methods to accomplish maximum use 
of such material within the Federal Government or its disposition in the best 
interest of the Government and with a minimum adverse effect on commercial 
markets and enterprise. 

Property Disposal Officer 

Property disposal officers apply analytical techniques, and a knowledge of 
property redistribution and disposal methods and existing supply operations and 
applicable regulations and procedures in the performance of such duties as: 

1. Planning, coordinating, and promoting any or all phases of the utilization 
and disposal programs in a bureau, agency, or department including the conduct 
of special studies, origination of procedures and methods and the development 
and implementation of regulations and directives. 

2. Making or reviewing technical decisions on retention, salvage, scrapping, 
eannibalization, or sale of property in accordance with existing procedures, 
methods, practices, and the best interests of the Government and the general 
public. 

3. Maintaining liaison with other installations. services. bureaus, depart- 
ments, agencies, offices, and individuals to establish mutual policies and pro- 
cedures to facilitate the disposal of personal property, relay information on 
the availability of materials, promote the more effective utilization of materials 
by current and potential users and to effect the transfer of materials. 
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4, Merchandising supplies and equipment for disposal purposes. 


Property Utilization Specialist 

These specialists apply knowledge of property screening and redistribution 
methods, uses and characteristics of commodity groups (e. g.. electronics), and 
supply needs of a variety of using organizations in the performance of such 
duties as: 

1. Analyzing reports of excess property in assigned commodity fields in rela- 
tion to organizational needs to determine best use of excess by meeting specific 
requirements, by substituting or promoting new uses. 

2. Negotiating with technical personnel, and encouraging maximum use of 
excess property in lieu of new procurement. 

8. Arranging for the retention or transfer of excess property which has been 
determined to be of use to the Government. 


Property Marketing Specialist 

These specialists apply knowledge of disposal methods and regulations, mar- 
keting principles and techniques, sales sources, price trends and trade practices 
in the performance of such duties as: 

1. Developing procedures for the disposal of surplus property by such methods 
as public auction, competitive sealed bid, retail sale, negotiation, donation, loan, 
abandonment, or destruction. 

2. Developing advertising and other publicity to promote the sale of surplus 

roperty. 

r 3. Analyzing and implementing findings relating to sales offerings, reports, 
controversial bids, and other documents. which include determining propriety 
and legality of conditions and terms, conformance to established policy, ade- 
quacy of price, conditions, and methods of sale, and possible effect on commercial 
enterprise. 

4. Maintaining continuous cooperation of trade associations, manufacturers, 
wholesalers, and retailers in conducting an efficient disposal program. 

§. Authorizing and supervising foreign and domestic activities selling surplus 
property. 

EXPERIENCE REQUIREMENTS 


Except for the substitution provided for on pages 8 and 9, applicants for these 
positions must have had progressively responsible experience in the amounts 
shown in the table below and of the nature described in the paragraphs following. 


a tien ete tee” an eee | 

| Years of Years of 

Grades general ex- specialized | Total years 
perience | experience 


General experience 

Progressively responsible experience in one or more supply fields such as: 

1. Supply requirements and distribution.—Active participation in determining 
stocking objectives, replenishable demand and other elements applicable to the 
field of supply requirements and distribution, performing such duties as: 

a. Coordinating supply requirements and distribution over widely separated 
geographical areas. 

b. Developing or applying techniques, systems, and policies to accomplish 
efficient utilization and management of supplies and equipment. 

¢. Establishing and revising basic, special or initial supply allowances. 

d. Authorizing stocking and distribution of supplies and equipment to con- 
suming activities wtih accompanying support responsibility. 

2. Procurement.—Active participation in the procurement of supplies and 
equipment by requisition, purchase order, negotiation or competitive sealed bid 
Procedure, performing such duties as: 

a. Determining suitable suppliers. 

h. Preparing invitations to bid. 

¢. Analyzing and evaluating bids received. 

d. Awarding contracts and enforcing contract provisions and terms. 
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3. Supply cataloging.—Active participation in systematically identifying anq 
cataloging a variety of common use or technical items of property, performing 
such duties as: 

a. Assigning basic names, nomenclature and numbering, processing descriptive 
patterns for supplies and equipment. 

b. Performing necessary research to determine relationship of items and alj 
possible identification data. 

c. Developing, coordinating, and promulgating operations instructions to 
branch offices or field activities concerning operations under a catalog system, 

d. Editing catalog data for correctness and technical accuracy. 

4. Property and stock control.—Active participation in property and stock 
control procedures related to receipt, storage, issue, transfer, survey account: 
ability control over a variety of supplies and equipment, performing such 
duties as: 

a. Directing or actively participating in periodic physical inventory of prop. 
erty. 

b. Originating or operating stock record and locator systems. 

ce. Maintaining authorized levels of supply, and distributing and issuing 
supplies and equipment. 


Specialized experience 

Property Utilization Specialist Option.—Progressively responsible experience 
in classifying, describing, reporting, utilizing, and redistributing excess property 
in a governmental or industrial organization. Experience must have furnished 
a knowledge of one or more commodity groupings of property such as, electrical 
or electronic equipment and components, machine tools, office furniture, with 
respect to their values, uses, carieties and types, general characteristics and pos- 
sibility of use with an organization or a large supply system. Such experience 
should be generally comprehensive. It must show active participation in redis- 
tributing or reutilizing material determined to be excess by a component or 
branch operation of a large supply system. Ability and resourcefulness neces- 
sary for promoting utilization or substitution of excess property by soliciting 
all possible users within an organization and covering a wide general area 
must be indicated. 

Kxamples of qualifying experience: 1. Directing, developing or participating 
in work concerned with the conservation and reutilization of materials prior to 
authorizing disposal or new procurement. 

2. Classifying and describing materials and equipment for the purpose of dis 
seminating throughout an organization availability information on material 
and equipment. 

3. Reviewing and analyzing stock status reports or their equivalent for the 
purpose of determining and effecting most economical use of existing material, 
supplies, and equipment. 

Property Marketing Specialist Option.—Progressively responsible experience, 
in an industrial or governmental organization, concerned with disposal by sale 
in large volume of a variety of materials and equipment such as is encountered 
in merchandising surplus, and obsolete property including scrap and salvage. 
Such experience must have furnished a knowledge of merchandising methods, 
values of a variety of materials, marketing outlets and prospective buyers, 
general trade practices and peculiarities applicable to specific types of property. 
Successful dealing with representatives of industry, commerce, the general public 
and government involving the disposal of property on a large scale must be 
indicated. Experience must have demonstrated a working knowledge of gen: 
eral contract law and industrial and government practices wtih respect to cot- 
tractual relationships, types of contracts, conditions and terms of sale, and like 
matters. 

Examples of qualifying experience: 1. Participating in, directing, or planning 
merchandising programs, methods, and procedures for the disposal of large 
volumes of surplus, obsolete, waste and scrap material, and equipment. 

2. Advertising, negotiating, and administering competitive bid disposal con- 
tracts for sale of large volumes of property, including adjustment and settlements 
of claims and disputes. 

3. Participating in the development and dissemination of sales brochures, cats 
logs, or other advertising media and in the conduct of competitive bid sales, 
auction sales, negotiated sales, or spot bid sales for large volumes of property. 

4. Identifying, sorting, lotting, and displaying many different types of pro? 
erty for inspection and sale according to acceptable merchandising practices and 
techniques. 
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Property Disposal Officer Option.—Progressively responsible experience in a 
combination of Property Utilization Specialist work and Property Marketing 
Specialist work as specified above. Such experience must have included at 
least one year in each option. 


Quality of experience 

For any grade, the required amounts and types of experience will not in them- 
selves be accepted as proof of qualifications for these positions. The applicant’s 
record of experience must show that he has the ability to perform completely 
and adequately the duties of the position and possesses the capacity to foster 
good working relationships with subordinates, colleagues, supervisors, associates, 
and the public. 

For Grades GS-7, 9, and 11 at least 6 months of the Specialized Experience 
required must have been at a level of difficulty and responsibility comparable to 
that of the next lower grade, or 1 year of such experience at a level of difficulty 
and responsibility comparable to that of the second lower grade in the Federal 
Service. 

For Grades GS-12 through 15: At least 1 year of the Specialized Experience 
required must have been at a level of difficulty and responsibility comparable 
to that of the next lower grade in the Federal service. 

Positions at the following levels require: 

GS-5—Analytical and learning abilities necessary to the performance of such 
developmental and training tasks as research into property records, organiza- 
tional and functional documents, and regulatory and procedural publications; 
accumulating and presenting factual information and analyses for the use of 
higher level specialists ; and assisting such specialists in various property redis- 
tribution and disposal operations. 

GS-7—Ability to conduct property utilization, redistribution, and disposal oper- 
ations such as: developing lists of equipment which may be utilized by designated 
organizations in lieu of new procurement; convassing prescribed lists of poten- 
tial users to locate those interested in acquiring excess material; reviewing 
requisitions, purchase orders, and procurement practices to locate possible sources 
for the utilization of excess materials; reviewing reports of such materials and 
recommending possible uses or users; coordinating the review of reports of 
excess materials to assure the maximum consideration of all possible uses; re- 
viewing Invitations to Bid on surplus property and analyzing sales reports. 

GS-9—-Ability to determine property which is excess or surplus to the supply 
needs of using organizations; analyze descriptive patterns excess material to 
determine its potential uses; determine possible utilization of property and the 
extent to which it should be “offered” to potential users; determine and recom- 
mend use of excess material in lieu of that now in use or to be purchased; allo- 
cate excess property among users on the basis of economics of movement, poten- 
tial or intended use, and future availability; negotiate with potential users to 
promote the further utilization of excess stocks; review sales contracts for tech- 
nical accuracy, marketing conditions, cost, and suitability of terms and conditions 
and review contractual claims, disputes; and recommend settlement action. 

38-11—Ability to participate in the conduct of complex studies leading to the 
development of methods, procedures, and regulations governing the operation and 
administration of property redistribution and disposal programs among a num- 
ber of using organizations; develop methods for determining property to be 
disposed of within an organization; establish priority allocation systems govern- 
ing the distribution of excess materials; develop specialized merchandising tech- 
niques for the sale of surplus material; administer and settle contractual claims 
and disputes arising from the sale of property. Ability to plan the work of and 
supervise workers engaged in identification and cataloging of excess materials, 
the distribution of excess materials among users, and related property disposal 
operations may also be required for some positions. 

38-12—Ability to plan, coordinate, and supervise a major segment of an 
agency property disposal program such as redistribution of a variety of materials 
and equipment among all potential users within the government; disposal of all 
vee of equipment and materials through private sale, public auction, and other 
neans, 

18-13—Ability to plan, coordinate, and direct several or all phases of a prop- 
erty-disposal program, including identification, cataloging, redistribution, and 
disposal through public sales for an organization which has under its control 
ee of highly technical, complex, and specialized equipment and 

erials, 
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GS-14—Ability to plan, coordinate, and direct the property-disposal programs 
of an agency or department engaged in one of the largest equipment and mate 
rials programs in the Federal Government. 

GS-15—Ability to plan and coordinate the property-disposal programs of 
several of the largest agencies or departments which within themselves account 
for a substantial portion of all the material disposed of by the Federal 
Government. 


Supervisory and administrative experience requirement 

Most positions at grades GS-12 and above and some positions below that 
level involve as a major responsibility the performance of either administrative 
or supervisory duties or both. To be appointed to such positions applicants, in 
addition to meeting all other requirements specified in this announcement, 
must possess the following qualifications: 

For grades GS-11 and below: Except for positions at the lowest supervisory 
level in the organization, applicants must have had at least one year of suc- 
cessful supervisory or administrative experience as appropriate for the posi- 
tion. At least 6 months of this experience must have been at a level of diff- 
culty and responsibility comparable to that of the next lower grade or one year 
at a leve] comparable to the second lower grade in the Federal service. 

For grades GS-12 through 15: Applicants must have had at least two years 
of successful supervisory or administrative experiegpce as appropriate for the 
position of which at least one year must have been cOmparable in difficulty and 
responsibility to that of the next lower grade in the Federal service. 


Substitutions allowed 


Education.—Study successfully completed in a resident school above bigh- 
school level, provided the study included an average of at least 6 semester 
hours (or equivalent) per year in appropriate subjects such as Business Ad- 
ministration, Economics, Merchandising, Commercial Law, or Marketing, may 
be substituted for the required general experience at the rate of 1 year of study 
for 9 months of experience, up to a maximum of 3 years of general experience. 

Eaperience.—1. Excess specialized experience may be substituted for general 
experience, year for year. 

2. General experience may not be substituted for specialized experience. 

No substitution may be made for any required supervisory or administrative 
experience, nor for any experience required at the next or second lower grade 
level in the Federal service. 


Part-time or unpaid experience 


Credit will be given for all experience of the type required regardless of 
whether compensation was received or whether the experience was gained ina 
part-time or full-time occupation. Part-time or unpaid experience will be cred- 
ited on the basis of time actually spent in appropriate activities. Applicants 
wishing to receive credit for such experience must indicate clearly the nature 
of their duties and responsibilities in each position and the length of time 
(including the number of hours a week) spent in such employment. 


Applicable experience or education 


For all positions only experience or education acquired prior to the closing 
date for receipt of applications can be considered. 


Basis of rating 

For all grades: Applicants for these positions will be required to take 4 
written test of General Abilities, which includes questions on verbal facility 
and quantitative reasoning. This test will be used for qualifying purposes 
only and will not form a part of the final rating. Applicants passing the writ- 
ten test will then be rated on a scale of 100, based upon an evaluation of their 
experience, education, training, and upon information gained through inquiries 
to their superiors, associates, and other references, 

Nore.—Different test standards may be required for the various grades with 
higher test standards being applied for the higher grades. 

(The remainder of the Announcement is composed of standard sections which 
will be inserted in the final draft.) 


Mr. Rrencman. I think it would be well, Mr. Chairman, if the com- 
mittee might have the criteria that set forth in regulations or direc- 
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tives or in any other official manner by the Navy for the procurement 
of these people for topflight civilian jobs in the disposat program, 
because I think that either the admiral or the other gentlemen prefer 
to refer to the different grades of the civil-service employees. I think 
if the committee had the criteria that they sent down for the procure- 
ment of this type of personnel it would be helpful. 

(See letter to Hon. Chet Holifield, p. 341.) 

Mr. Houirretp. Do you have a personnel criteria for the hiring of 
these people or do you utilize the regular civil-service grade ? 

Mr. Spokowsk1. We utilize the regular civil service requirements. 

Mr. Ho.trtetp. In other words if a man was grade 9 and you had 
allocated a salary of say, $5,100 for that particular job, you would be in- 
clined to take him even though his background and experience might 
not be in the field of merchandising. 

Mr. Srokowski. We would be inclined, Mr. Chairman, to follow 
whatever the dictates of civil service are as to a person being qualified 
or not qualified. They set the standards and we must abide by them. 

Mr. Houirre.p. Are You not at liberty to set a criteria or a standard 
that would allow you to pull in, if necessary, let us say, a grade 14 ora 
grade 12 to do a job where you are handling—now I notice here at 
Port Hueneme in 1954 you handled 2 sales that ran close to $17 million 
in acquisition value. Your income over those two sales was about $5 
million in round numbers, and certainly that type of business, if it was 
in private business you would not entrust it to a $5,000-a-year man 
todo the job. 

Admiral Arnotp. Well, here as everywhere, Mr. Chairman, we can 
describe the duties we want the man to do, and as you point out, that 
should clearly describe the responsibilities of the position, both func- 
tionwise and should indicate the amount of material that he is con- 
cerned with. 

Mr. Houirretp. You can also require a certain amount of experience 
can you not in the merchandising field as part of your job criteria? 

Admiral Arnotp. Yes. You sure can. Now when it comes to being 
classified, as you know, the best we can do is recommend. 

We are not allowed in our own discretion to set the grade level. 
That is a civil service prerogative in the final analysis. 

Mr. Batwan. Have you had any trouble with the Civil Service, 
though, in your recommendations, in the requests you have made to rec- 
ommend a higher grade ? 

Mr. Spoxowsx1. On that, Mr. Balwan, I can answer only that DOD, 
Department of Defense, in conjunction with the three services has been 
working with Civil Service in reevaluating and reestablishing new 
criterions to get a better look, a realistic look, let us say, as to this dis- 
posal criteria. 

There has been a working panel that we have had an individual from 
the Navy acting as chairman on, which set out from grade 15 down to I 
believe a grade 5 level as to what is required in merchandising, in the 
straight disposal, in the utilization more or less of peddling phase of 
screening operations, so that there is 3 or 4 facets where they would 

channeled. One would be merchandisers, the others would be 
expediters, utilizers, and peddlers of our excess before it becomes 
disposal. 
_ Ll understand that has been approved and has been submitted to Civil 
Service for approval as revised standards on disposal. 
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Mr. Ho.irretp, You see we are getting into big business. When we 
start selling $2 billion worth of surplus a year we have got to raise our 
sights and handle this job in a merchandising way. 

t can’t be handled in a pushcart type of operation. Now we are 
not advocating spending more money just to have the Government 
spend more money for personnel, but we are thinking about it, the 
ultimate recovery, and Congress has never been satisfied with the ulti- 
mate recovery, and that is one of the reasons why this committee keeps 
hammering on this surplus. We feel like when you are selling $2 billion 
a year and we know you have got a potential generation within the 
next few years of around 25 or 30 million dollars, it is no time to be 
‘panini in the handling of this matter, and I am wondering if you 

ave done another thing which we recommend, which is pull in some 
of the best merchandising brains in the country in an advisory capacity 
to help you to set up the type of function which we believe would be 
more efficient. 

Have you made use of pulling in men from the big merchandising 
organizations like our big department stores fhat handle a variety of 
materials, our big mail order houses and other big national merchandis- 
ing operations ? 

Have you called these men in to sit with you and to try to evolvea 
more efficient method of sales? 

Admiral Arnotp. No, sir, not to my knowledge. 

Mr. Houtrtetp. Well, we have the greatest respect in the world for 
the military forces in their fields, but their primary aim is not mer- 
chandising. We don’t want it to be their primary a¥. They have 
another function which is more important to the Nation than mer- 
chandising, and where they do get into fields which are actually for- 
eign to their primary mission, it does seem likely that you would make 
use of experts in these fields to help you do the job better as long as 
it has been assigned to you to do. 

Mr. Spoxowskr. Mr. Chairman, to clarify the Admiral’s statement. 
where we have not in the Navy the Department of Defense does have 
an industry advisory board from which all three services have an op- 
portunity to get recommendations of aid and assistance. 

Mr. Houirtetp, My information is that that board does not function 
except in a very cursory manner, and you people are responsible on the 
operating level. It is certainly not beyond your realm of interest to 
call in some of these people to help you do things. 

Mr. Sroxowsk1. Speaking from Navy’s operational phase, we have 
gone to original manufacturers and other types of businessmen and 
asked on an operational phase—I thought you were talking above an 
operational phase, more or less a policy phase, Mr. Chairman, but ou 
a straight operation our people have been told, and we advocate, the use 
and consultations and recommendations of businessmen either when 
they are actually inspecting and giving us constructive criticism of 
when we ask them about a problem and how best to solve it. 

For instance, we have worked considerably with the Institute of 
Scrap Iron and Steel in the scrapping of various metals, in the segrega- 
tion thereof, with the National Association of Waste Trade Dealers, 
how better to make the thing attractive and how better to sell to the 
nonferrous dealers. 

We have gone again to auctioneers and have gotten their thouglits 
and their recommendations. 
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So on an operational deal we have gone and have asked for guidance 
and assistance from private industry. We have also had seminars and 
have tried to convey and had business representatives so they in turn 
could tell our operating people how better to merchandise, and how 
better to sell and how better to get the man’s dollar. 

So basically we have attempted to get the views of industry. 

Mr. Hotritp. Well, I hope you have not relied on manufacturers 
who are interested in producing to give you advice on sales. 

We had some experience in that in the old War Assets Administra- 
tion when we assigned to the machine tool manufacturers the disposal 
of surplus machine tools, and we found out that it was an abortive 
effort. Their self-interest was not in selling those tools in competition 
with their current production, but in stockpiling them and withhold- 
ing them and keeping them from the market. 

They had seit a profit on machine tools once in selling it to the 
Government, and then the conflict of self-interest when they were as- 
signed the job of disposal became so great that it aborted the whole 
program of disposal of machine tools. 

So if you are going to sell paint, you don’t go to Sherwin-Williams 
paint manufacturer and get his advice on what to do with a surplus 
amount of paint. 

You go out into the retail field to somebody that is interested in sell- 
ing that paint, not in building up a competition to their own current 
production. 

Mr. Sroxowsk1. I fully agree with you, Mr. Chairman. 

However, the manufacturer is an excellent source of giving ideas 
and methods as to how to utilize our specialized type of equipment and 


| adapt it into commercial usage. They have been very constructive and 


helpful in telling us how to turn it about and merchandise it through 
a civilian type of a commodity. So on that basis we have done that. 
We have gone to them, not to tell us how to sell our paint but how 
best to use it. 

For instance, and as an example, antifouling paint on a vessel. 
through their vast knowledge and experience they have been helpful 
in saying that that could be used for some other purpose. 

So that is the intent I wish to convey as far as manufacturers. 

Mr. Hottrtetp. I think that is logical. 

Mr. Batwan. We have often discussed this business of how the 


| Navy has improved its selling methods in terms of talking about what 
= new methods have been chosen to use, but there is a problem right 


within the method they have used, namely the sealed bid sales. 

The GSA, we are notified, has within the past year or the past 3 or 4 
months made a study of sales offerings during a 60-day period in which 
they studied 216 Navy offerings and found that of those offerings. 86, 
or 39.4 percent, were good offerings, 92, or 42.3 percent were fair 
offerings, and 40, or 18.38 were poor offerings or sales as they are 
referred to sometimes. : 

We have with us Mr. John Thomas in whose office, General Services 
Administration, this analysis was made. 

I suggest we ask Mr. Thomas to tell us how he made this analysis. 

We asked him for that at a previous time. Do you think we ought 
to have him now? , 





402 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Houtrretp. Mr. Thomas, will you please come forward at this 
time? You gentlemen please remain if you will. 


FURTHER STATEMENT OF JOHN THOMAS, DIRECTOR, PERSONAL 
PROPERTY UTILIZATION DIVISION, FEDERAL SUPPLY SERY. 
ICE, GENERAL SERVICES ADMINISTRATION; ACCOMPANIED By 
LEWIS C. TUTTLE, DEPUTY DIRECTOR, PERSONAL PROPERTY 
UTILIZATION AND DISPOSAL DIVISION; PAUL BARRON, COUN. 
SEL; THOMAS A. KENNEDY, ASSOCIATE GENERAL COUNSEL; 
AND WILLIAM R. THOMAS, JR., DISPOSAL SPECIALIST, GENERAL 
SERVICES ADMINISTRATION 


Mr. Joun Tuomas. I am Mr. John Thomas, Director, Personal 
Property Utilization Division, Federal Supply Service, GSA. 

Mr. Batwan. Mr. Thomas, would you identify yourself to the re 
porter or have you already done so! 

Mr. Joun Tuomas. I have. 

Mr. Batwan. Will you tell us when you began the study and how 
you went about this and what your criteria was and what does it 
actually mean when you say that 18 percent of Navy sales were poor! 

Mr. Jonn Tuomas. Let me start this way, Mr. Balwan. 

Some time ago it became clear that the field installations of the 
Department of Defense we have on the spot help in order to better 
recover from sales of surplus property. 

Mr. Batway. Did they ask for this help ? 

Mr. Joun THomas. We were not actually asked for the help but by 
this review we felt that it was needed and we went ahead and maée 
the review. ‘The review took place in a 60-day period in November 
and December of 1954, and January of 1955. We asked our regional 
office to submit to our Washington office copies of each of the sales 
offerings that were received. 

We got 528 offerings that were sent in. These were studied and 
analyzed. Mr. Ralph Spencer, who was our contact man with the 
Department of Defense, the Staff Director of the Disposal Division 
of the Office of the Assistant Secretary of Defense, Mr. Pike’s office, 
was informally advised of the study that we had going on, and we 
told him—that was the 15th of February I think and by a letter of 
later date we sent over the analysis to him. 

Copy of the findings was transmitted to him with the suggestion 
that we meet with the representatives of the three services, that is 
GSA meet with them, for an explanation of the offerings rated poor, 
examination of the offerings rated poor, and discussion of methods 
for bettering the utilization of the study which GSA made. 

A meeting of the representatives of the Department of Defense and 
the three services was held on March the 15th. 

At the conclusion of the meeting GSA was requested to send the 
offerings rated poor to the respective services concerned for trans 
mittal to the commands and installations. 

In line with that we transmitted them first to the Air Force who 
had the lowest on the scoring that we developed. They were sent to 
the Air Force first. They asked for theirs right away and we trans 
mitted it to them on March the 17th. 
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A paragraph in that transmittal letter I would like to read if I may: 


When you have selected the ones you want to send to the disposal officers in- 
yolved, we are hopeful that as discussed at the meeting you will make it clear 
that GSA cannot escape its responsibility for looking into these matters and 
that we recognize the extent to which personal opinion enters into the analysis. 
The results are transmitted to you in the spirit of cooperation to the end that 
if they can serve as a flag of watchfulness we can increasingly better all offer- 
ings and obtain a better recovery. 

These offerings that we speak of, the 528 for the Navy in partic- 
ular were rated on the three principal points, that is volume, the type 
and description used, the overall lack and know-how of sales meth- 
ods. Under volume we considered such things as well, the lot is too 
large or too small. 

Mr. Batwan. Did you find any instances where the lots were large? 
We heard testimony today that they have gone away from the large 
lots because it makes a lot of trouble. 

Mr. Joun Trromas. Yes; we have. And we have found a number 
of them. I think they are indicated in that group which you have 
there. 

Mr. Batwan. Mr. Chairman, I have an invitation dated December 
27, 1954, for the United States Naval Ammunition Depot, McAlester, 
Okla., and the GSA comment on this is that the allottings was large 
beyond buying buyers capacity and there were unrelated items reduc- 
ing values. Al the parts In various lots not grouped. 

Mr. Houtrrecp. Who handled this sale? Navy? 

Mr. Joun Tuomas. These are all Navy. Maybe I could add to that 
particular one, Mr. Chairman. You will find a listing which gives 
additional information. They are broken down by manufacturers 
with all the parts listed there and the part number but the actual allot- 
ting was not on that basis. 

Mr. Houtrtevp. In other words this was not sent out, the breakdown 
was not sent out. 

Mr. Jonn Tuomas. It was sent out with it but they had the infor- 
mation—we analyzed that at the time of the preparation of the sales 
document and they have it there by manufacturerand part number and 
the actual allotting of the sale, I think you will find. These were sold 
on an item basis; this is one lot. That was the method of the offering. 
That. was one lot. 

Mr. Horirretp. What does this mean ? 

Mr. Joun Tuomas. We assume it was a Ford Motor manufacturer 
and they had 54 of them, whatever they were. By the same token this 
was manufactured by Allis-Chalmers and they had three of them and 
I think you will notice that every one of those are good manufacturing 
members that always have a pretty good listing for all their parts. 

Mr. HoutrreLp. This would be offered on one bid ? 

Mr. Joun Tuomas. In 1 item, 1 lot, all in this property is all 1 lot, 
the first item on the offering. 

Mr. Houtrtetp. Now here is an electric defroster 196 and bearings 
479. What relation would they have? Why should they be in the 
same lot ? 

Mr. Joun Tuomas. That was one of the questions we raised. I 
noticed back here in this sheet—I can’t seem to locate that particular 
me here is one you had one each with the manufactured part num- 

er here. 
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Mr. Houirre.p. All right proceed. 

Mr. Joun Tuomas. On the descriptions of the property—do you 
want me to try to locate some small ones, Mr. Balwan # 

Mr. Batwan. Do you have any overall comment that you want to 
make on your analysis now? Then we will just discuss some of these. 

Mr. Joun Tuomas. Well, on the description we considered such 
things as the descriptions were inadequate, they were unwise in some 
respects. There were conflicting descriptions and downgrading and 
in some instances the descriptions were vague. 

Mr. Barwan. What do you mean by that? 

Mr. Joun Tuomas. By downgrading I mean that property offered 
for sale is new but the actual offering is made on a salvage basis. 

In other words, downgrading new property, selling it as salvage, 
and we have some of those in there. 

Mr. Batwan. That was the question that I asked the Admiral under 
this stock-fund arrangement and this allowance of operating funds 
from salvage sales if there might not be a tendency to clasaify good 
material as scrap in order to build that fund. 

Mr. Joun Tuomas. Whether that would qualify in connection with 
that or not, Admiral, I don’t know. 

They would probably have to answer that question. I do not know. 
I do know that the phraseology used in the section of their appropria- 
tion act this year, section 715, does have a rather broad area as to 
what can be included and charged against that $40 million. Now if 
scrap and salvage would make it entitled to be under there, it might 
fit in, but they would probably be able to answer the question better 
than I. 

Admiral Arnoxtp. Mr. Chairman, I will admit that the result of 
doing what is indicated here is to bring up the sale of scrap, salvage 
rather, and so increase the amount available, but I can’t agree that it 
is being done with that end in view because this is being done, as | 
think GSA people will tell you, at the field level, and we have given 
the field no instructions and no inducement, any formal or informal 
instructions to sell the material as salvage in order to build up this 
fund. 

Mr. HowirteLp. Have you given them any regulations which would 
prohibit them from classifying good usable material as scrap? 

Admiral Arnoup. Yes; that is inherent in our instructions. We 
have not given them any special instructions, I don’t believe, since 
this particular appropriation came out, but it just is not good selling 
business to classify as salvage something that you could put out that 
will sell better. 

Mr. Batwan. What is the downgrading you are talking about in 
stating the condition ? 

Mr. Joun Tuomas. By the very use of the word salvage when the 
property within the description of the item being offered is listed as 
new or unused. 

Mr. Batwan. Here is one here. It is a sale of December 23, 1954, 
at_ the United States Naval Supply Depot, Clearfield Disposal Divi- 
sion. 

They are selling salvage, boxes, skids, crates, lumber; the GSA con- 
ment in analyzing say that they are unduly downgrading property, 
downgrading excessively with a resulting poor return. 
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Could you do it from a specific example and tell us how they have 
downgraded something which they are characterizing as salvage there ? 

Mr. Joun Tuomas. Well, to illustrate the point I made, in the first 
item being offered here the property is listed as boxes, skids and crates 
with and without lids, gives the weight approximately, approximate 
cube, has an acquisition cost of $50. The property is listed as used, in 
fair condition. Now that would mean I would think that that prop- 
erty is something other than salvage, and they speak of reels, cable 
reels, assorted sizes, so forth and so on, some of them are used, some 
of them are fair and some of them are poor. 

Mr. Batwan. And this wholesale is classified as salvage property ; 
isn’t it ? 

Mr. Joun Tuomas. That is correct. Now there is item after item 
here. Here is wooden pallets, item No. 14, quantity approximately 
150, acquisition cost $100. 

I would doubt that figure of acquisition cost of $100 because I can 
remember not too long ago there was an agency out in the market for 
the purchase of pallets and I think it provides what is up near $3 
apiece as a price. 

Mr. Batwan. How much apiece? 

Mr. Joun THomas. $3 apiece, so that the acquisition would be doubt- 
ful there, but there again these are listed as used and in fair to poor 
condition on that particular one. By the very use of the word, I think 
it can be reasonably assumed that someone is going to lead a bidder to 
a salvage bid. 

In order to get usable property you are going to get a good price for 
it. 

Now there might be some items within a lot that would be classified 
as salvage. That we can’t tell from this, but that illustrates the point 
in connection with downgrading. 

Mr. Batwan. This isa sale of February 1955 at Norfolk supply cen- 
ter. This is not classified as a salvage sale, in which you also list ma- 
terials as having been downgraded unduly. 

Could you find an example of that kind of merchandising there ? 

Mr. Joun Txromas. Incidentally, Mr. Chairman. I have Mr. W. R. 
Thomas, a gentleman who has analyzed many of these sales and this 
particular one you asked about, Mr. Balwan, is one he did go over. 

Mr. Batwan. I think that the subcommittee, Mr. Chairman, has ex- 
pressed an interest in this particular study for fear that it might be 
misunderstood. We have the sales in front of us and want to find out 
exactly what it is that makes 40 of these sales bad. 

Mr. Horirretp. While he is looking through that, I am going to go 
through a list here, an invitation list, dated December 22, 1954, known 
as B-20, line 55. 

Admiral Arnotp. What is that from, Mr. Chairman ? 

Mr. Horirretp. This is the McAlester sale of Navy, McAlester, 
Okla., a sale issued by the United States Naval Ammunition Depot, 
McAlester, Okla. Now for instance, on pages 13 and 14 I notice 
miscellaneous bearings, and I assume that is in one lot. 

(See appendix, exhibit B, p. 649.) 

Mr. Hottrrerp. Now it is obvious that with such a miscellaneous 
group of bearings you are not going to get very much in a sale of that. 
Now if a company that specialized in bearings had all of those bearings 
assigned to them on some type of a percentage basis and they sold those 
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bearings as needed to the trade, it would seem like to me you would 
come out with a better deal for the Government than lumping this, 
because no one is going to buy those as bearings. 

They are going to buy them as dead weight, you might say. Now 
there are others listed on here. 

Mr. Batwan. That is a specialized item. 

Mr. Houirtevp. Yes, that is. Now, I notice.on page 16, General 
Motors Corp. parts, there is a whole list on page 16 and you’ve got lists 
of Baldwin Locomotive parts and International. 

Here over on page 10 there is another long list of General Motors 
parts ranging from 2 to 13 each, gears, bearings, camshafts, crane 
shafts, engines, almost anything you can think of there. Now it is 
obvious if that was distributed through companies that deal in those 
articles, the Government would get a better return it would seem like 
to me. 

I just can’t imagine anyone going in and buying a lot like that and 
paying very much for it, because they would take advantage of the 
fact that it was a distress sale and it was a miscellaneous assortment 
and there would be relatively few bidders that would bid. 

There might not be but one bidder for that type of a lot, and I 
just can’t see where it can be to the Government’s interest to—— 

Admiral ArNouLp. We agree, Mr, Chairman on this McAlester sale, 
it was a poor job of allotting. 

Mr. Batwan. At the New London, Conn., United States Naval 
Submarine Base January 5 sale, the allotting was too small. They 
offered among the various lots item 35, 1 —— item 39, 8 locknuts. 
Do you want to comment on that Norfolk sale ! 

Mr. Houirrecp. Go ahead. 

Mr. Witu1Am Tuomas. On page 6 of that_offering, item No. 14-228 
is an offering of miscellaneous automotive spare parts. ‘The only 
indication of the quantity is poundage, a little over a ton of it. Con- 
dition, unused good condition, there are over 30 manufacturers parts 
jumbled together in one lot. Now if you will turn to the following 
»yage, to 7 and ge back to 12 or 13, along in there, I haven’t counted 
but I suppose there are 40 more lots, all miscellaneous automotive 
spare parts, various manufacturers, all unused, all sold on a pound 
basis. 

Mr. Batwan. On a pound basis? 

Mr. W.R. Tuomas. Yes. We did claim that is undue downgrading. 
In the first place there are inviting bids by pounds and that includes 
cylinder blocks and everything else. 

In the second place with as much stuff as there is here, had it been 
sorted out by a manufacturer, it would have brought a much higher 
return because there is practically no distributor who would handle the 
parts from 30 different manufacturers including everything from 
paint and spare parts 

Mr. Batwan. Mr. Chairman. Here is a sale of Boston Navy Ship- 

vard. 
, Admiral Arnotp. Could I comment on that, Mr. Chairman? [Has 
the GSA taken into consideration what that would cost us to do assum 
ing it has not been done already? Bear in mind if we have to go and 
identify this, then it costs money to do that. 

In making this evaluation have you considered that ? 
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Mr. W. R. Tuomas. If they are new we don’t think the cost should 
be great. If they are new we assume a lot of them have never been 
disturbed and are in the original] boxes. 

This stuff is all unused which makes quite a difference. 

Mr. Joun Tuomas. I'd like to make a point too, Admiral, in the 
beginning, that we looked at these only from the standpoint of lot- 
ting, descriptions, and the other points that I raised. 

We are assuming also with a quantity such as this that somewhere 
along the line there are pretty well controlled inventories as to manu- 
facturer, because even though it might be a replacement or a substitute, 
cross-service replacement, International or General Motors cross serv- 
ice in any of their parts back and forth in the automobiles they make 
and trucks, somewhere along the line there must have been—since they 
are all packed in new cartons, in that respect, not all of them, but a 

reat portion of them, it would not be too difficult we don’t believe, at 
east we could have gotten some of the good items out probably and 
that would have increased your return if you could put your hand right 
on it. 


FURTHER STATEMENT OF REAR ADM. RALPH J. ARNOLD, SUPPLY 
CORPS, CHIEF, BUREAU OF SUPPLIES AND ACCOUNTS; ACCOM- 
PANIED BY HARRY SPOKOWSKI, ASSISTANT DIRECTOR, MATE- 
RIEL DISPOSAL DIVISION, BUREAU OF SUPPLIES AND ACCOUNTS, 
DEPARTMENT OF THE NAVY; AND JOHN C. McBRIDE, OFFICE OF 
THE GENERAL COUNSEL, DEPARTMENT OF THE NAVY 


Admiral Arnoitp. Unquestionably it would have increased the re- 
turn, I just want to say I think we have to consider in this thing too 
what the increased cost would have been to the Government if we had 
done as they suggest, and it is not perfectly clear I think from this 
that that was a mistake. I think from the viewpoint of the gross re- 
turn on the sale that there is a good point, but whether the net return 
to the Government is the same or not I think might be open to question. 

Mr. Houirterp. I agree with you but let me give you something here. 
Here is an invitation B, line 90, line 55. December 17, 1954, the Navy 
Department, Boston Naval Shipyard, one lot of miscellaneous diesel 
engine accessories and parts, various manufacturers consisting of ap- 
proximately 2,675 items, approximately 70 unused, condition good. 
Now what kind of a bid can you expect on that and how many bidders 
would you have that would come in and buy 2,675 items, diesel engines 
and accessories and parts, and what would they pay you for them if 
they did buy them ? 

They would have to take the whole lot. 

Admiral Arnoip. We got $3,869.09, Mr. Chairman. 

Mr. HouirteLp. Do you show the pounds there ? 

Admiral Arnotp. No, sir; one lot. 

Mr. Hoirrerp. What was the acquisition cost of that ? 

Admiral Arnorp. Seven pallets there. 

Mr. Houtrtetp. Do you have an acquisition cost ? 

Admiral Arnoip. $138,000 and we got $3,869. 

Mr. Hortrretp. In other words you got for good diesel engine parts 
about a 3 percent recovery there. 

Admiral Arnorp. Yes. 


64721—56——27 
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Mr. Sroxowsxk1. Except for one thing, Mr. Chairman. There is 
a question in my mind as to whether that is a specialized type of deal 
as against good diesel parts for a G. M. motor. If that is a diesel 
engine for specialized or some other diesel engine we use in some of 
our vessels or boats—— 

Mr. Houirtetp. Of course, I can’t pass judgment on it either; no; 
I recognize that. 

Here is a $138,000 acquisition cost apparently and you sold it for 
$3,800, which as I figure it is about 3 percent, maybe less. Now, it 
just does not look good, that type of a a There may be a completely 
adequate explanation of it because we are not equipped, of course, to 
pass judgment on it, but it would seem like to me that there might 
be diesel engine part companies in the United States that might be 
glad to take that with a proper system of accountability and sell this 
on the basis of a percentage—give them 40 percent as is ordinarily 
given in the trade on automotive parts and they would have an incen- 
tive to get as much as possible. 

It might take 3 or 4 years, but if they took a procession of that 
property into their own warehouse, you would be rid of it as far as 
clearing out your warehouse is concerned, and under the right kind 
of accountability set up by the General Accounting Office, you might 
get $30,000 out of that in place of $3,800. 

I don’t know. This is the sort of thing it seems like to me—I admit 
it would not apply to everything that you handle—but in automotive, 
aircraft, electronics, other fields which are specialized fields, it seems 
like to me that with the use of a little imagination and initiative, the 
Navy might try out some test runs on some of these items. It might 
be that you’d come up with a great many more percents of recovery for 
the taxpayer because, remember, the manufacturers have already made 
a profit on this one. 

Mr. Sroxowskt. Oh, yes; we agree, sir. 

Mr. Ho.irretp. Now, the Government has then. either to use or 
dispose of it. If they use it, they get the use value out of it. If they 
dispose of it, we ought to get every penny we can. If we can raise the 
percentage of recovery 5 percent or 10 percent on $2 billion a year of 
disposal, or even 1 percent, think how much that would be in recovery. 

Mr. Rreniman. Mr. Chairman, you get back again to the question 
of whether or not you have men that are capable in this field of dis- 
posal of setting up these sales and having expert technical and mer- 
chandising knowledge of what they really have for sale. That is why 
I again suggest to the Navy and to the Defense Department that we 
have people from industry come in and give them assistance in setting 
up this type of program. 

I think it is vitally important if we are going to get the return that 
we should on these items. 

Mr. Batwan. Mr. Chairman, I think it would be desirable for the 
purposes of the record just to illustrate the point, on the 40 sales that 
were rated as poor, that does not mean 40 \ifferent installations, be- 
cause we have two from the New London Submarine Depot that we 
just found here, to find out what was the training and experience of 
the civilian and military personnel assigned to the disposal pro- 
gram, that would develop this type of sales. 
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Mr. Rreniman. Here is one that I looked at, Mr. Chairman, and 
it shows that someone who set up the rules and regulations that have 
to be followed here apparently was not qualified. 

Here is one diesel motor, one diesel engine to be sold, and a pros- 
pective bidder has 4 pages of rules and regulations that he has to study 
and go through and thumb through before he can make up his mind as 
to whether or not he can qualify to bid on this one motor. 

Mr. Spokowski. Might I interject in there, Mr. Riehlman, we agree 
with you that the contract terms are bulky and too large. As Admiral 
Arnold said, in his statement, we believe in a streamlined version and 
a more equitable and fair deal for the buyer. But to accomplish the 
end result in our sales, we had to eliminate the objectionable parts of 
standard form 114 and get a more realistic method so that it would 
be more fair and more conducive for the purchaser of property. 

Mr. Batwan. What isstandard form 114? 

Mr. Spoxowskti. That is the first page, Mr. Balwan, you have, plus 
the turnover sheet you have right there. 

Mr. Batwan. This is the so-called boiler plate 

Mr. Spoxowsk1. That is boiler plated. 

Mr. Batwan. Who devised this? 

Mr. Spoxowsx1. Mr. McBride can tell you that. 

Mr. McBrive. That was established in 1949 as a result of an inter- 
service drafting committee in which GSA and all the military services, 
Treasury, GAO, everyone were involved. 

We were the sole dissenters. We did not like the terms. 

Mr. Batwan. The Navy was the sole dissenter on 114% Has 114 
been revised since 1949 ? 

Mr. McBring. No, sir, and we have recommended and strenuously 
that it be changed and drastically and in ahurry. All you have to do 
is read Condition 2 to see what a pall that cast on sales. 

Mr. Batwan. What happens when you people add your additional 
provisions ¢ 

Mr. McBripr. What we do is delete it, delete the objectionable 
ones and that is where we disagree with Mr. Thomas. We delete the 
— that we consider to be a definite handicap to the sale and insert 
others. 

In other words, they are clearly deleted and they are not con- 
flicting. For that reason in some of these cases we do not agree that 
they should be rated poor. 

Mr. Batwan. You people do not agree these should be rated poor? 

Mr. McBripe. Not all of them. The McAlester and some of the 
others are definitely very poor. 

Mr. Batwan. You have a sale of one box of cotter pins. 

Mr. McBrivg. That is very poor but on the other hand take the one 
at Mechanicsburg where the sole complaint seems to be that we down- 
coor a fork-truck, well that truck-happens to be inherently dangerous 
to life. 

Mr. Batwan. Is that a Gibson forklift truck ? 

Mr. MoBripg. Yes. 

_ Mr. Hotrrreip. Do you have a black card on that when you offered 
it for sale that this forklift truck will turn over on you and kill you? 

Mr. McBring. Yes, sir, we did. 











410 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Hotrrretp. You happen to be in a field that this committee 
: pretty well informed on, the Gibson forklift truck, as you probably 

now. 

Mr. McBrwwez. I’m well aware of that but if you sell a fork on the 
description which does not list the defects then we are deliberately 
concealing from the public a major defect and it could be considered 
fraud. We don’t deny that for one second. 

Mr. Houtrrexp. I think you should do that. 

Mr. McBripe. That is why we say that that sale should not be 
rated poor. 

Mr. Batwan. Of how many of the 40 which are rated poor, would 
you differ ? 

Mr. McBrine. Id say roughly half. 

Mr. Batwan. Have you made an analysis of the GSA study? 

Mr. McBrive. Only case by case; yes, sir. 

Mr. Batwan. Can you provide the subcommittee with that analysis? 

Mr. McBripz. Yes, surely. 

(See p. 425.) 

Mr. Batwan. Have you offered that analysis to the General Services 
Administration ? 

Mr. McBripe. Not yet. 

Mr. Spoxowsk«t. They were discussed, Mr. Balwan, at the time we 
reviewed them. It was agreed at that time that when those invitations 
to bid were reviewed, there had been no local effort made if I recall 
correctly, Mr. Thomas can correct me or his staff, that they used the 
only document that was given. They did not physically and visually 
see or have any idea of the background information on this whole 
review concept. It was just a passing of papers, and it did not tie in 
to all these other extraneous hanks that you cannot obtain nor gen- 
erally from a sales offering. 

For instance, they say too little offered. If you look into your 
sales concept it might well be there are a number of dairy farmers or 
other type of individuals that are our best customers for that particu- 
lar activity, so it is wise to drop it at a low amount of material to be 
sold in any particular sales offering. 

Mr. Batwan. In the case of excessive downgrading, in the case of 
Gibson forklift truck, Mr. Chairman, we have a report from the Navy 
which gives us a résumé of the sales of this forklift, and it gives the 
percent of return as 33 percent on acquisition price of $756,000 worth 
of machinery which was never even used. 

I mean the people in the field did not want to use it, as the sub- 
committee observed on one of its visits. As soon as they were de- 
livered to a post, they were put into a shed, jacked up, and no one 
would want to use the material. 

The Navy sold 264 of the 265 forklift trucks which it bought for 
itself. There was an additional 600 which the Navy bought under 
a single-purchase assignment for the Army which, as we understand, 
the Army is waiting for instructions from the Navy as to what to do 
with them. } 

They gave you the money to buy them, but all they have is just 
this machinery that they can’t use. We might want to ask the Army 
to see what they have done with this material. 

Mr. McBrink. I feel that is a good rate of return. 
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OFFICE MreMorRANDUM 


JUNE 16, 1955. 
To: Mr. Michael P. Balwan, Staff Director, Military Operations Subcommittee, 
Room 1611, New House Office Building, Washington 25, D. C. 
From: LCDR E. M. Wieseke, SC, USN, Director, Material Disposal Division, 
Bureau of Supplies and Accounts, Navy Department, Washington 25, D. C. 
Subject: Request for information concerning the sale of surplus Gibson fork 
trucks. 
Enclosure: (1) Résumé of sales and list of major deficiencies of Navy surplus 
Gibson fork trucks. 


1. Enclosure (1) is forwarded in accordance with telephone conversation. 

2. 264 of the 265 Gibson fork trucks purchased by the Navy have been disposed 
of by sale. A résumé of these sales together with a list of major deficiencies 
furnished to purchasers of the fork trucks is furnished by enclosure (1). The 
remaining fork truck is scheduled for sale by the Naval Supply Center, Norfolk, 
Va., in the near future. 

3. A recapitulation of enclosure (1) is as follows: 


Percent 


ay 4 Quantity | Acquisition 
Type of fork truck ait 


sold price Sales price 


3,500-pound capacity, pneumatic tire § $141, 611. 12 $51, 779. 72 
4,000-pound capacity, solid tire b 158, 001. 28 37, 481. 91 
6,000-pound capacity, solid tire 36 94, 395. 72 22, 882. 80 
6,000-pound capacity, pneumatic tire ----.--- ‘ Sia 5 166, 135. 20 77, 064. 58 
15,000-pound capacity, pneumatic tire 196, 099. 65 63, 286. 02 


Total : bas | 756,206.97 | 252, 495. 13 





(Signed) E. M. Wiesexe. 
ENCLOSURE 1 


Disposition of 8,500-pound capacity Gibson gasoline-operated fork trucks 





| USN No. 
Date of sale | of fork Purchaser — 
truck pr 


13-63505 | Hogan Trumbull Building Materials $837. 11 
Co., 711 West 24th St., Norfolk, Va. 
13-63506 | Fairmount Building Supplies, Box 877.11 
7001 Lafayette Station, Norfolk, Va. 
13-63516 do 1, 266. 01 
13-63517 | Peck Iron & Metal Co., Box 886, 438. 00 
Portsmouth, Va. 

13-63519 | Portsmouth Salvage Co., County St., 459. 89 
| Portsmouth, Va. 

13-63520 | O. C. Evans Tractor & Equipment 467. 67 
Co., Wilson St., Mount Sterling, Ky. | 
| 13-63521 | Peck Iron & Metal Co., Box 886, 438. 00 
Portsmouth, Va. 
13-63522 | O. C. Evans Tractor & Equipment 515. 15 
Co., Wilson St., Mount Sterling, Ky. 
13-63501 | Joseph Faraldo, 195 Woodpoint Rd.., | 727.77 
| Brooklyn, N. Y. | 

13-63502 | Fulton Auto Exchange, 2235 Stewart 629. 00 
a Ave. SW., Atlanta, Ga. 
NSY, Boston 13-63503 | H. Goldblatt, 728 Cummins High- 779. 18 
: way, Mattapan, Mass. 
NSD, Mechanicsburg | 13-63504 | Sam Winer Motors, 3417 East Water- 864. 00 
. lou Rd., Akron, Ohio. 
NSY, Portsmouth, N. H_-_- ; 13-63507 | Joseph Behr & Sons, 1775 Broadway, 

New York, N. Y. 

13-63508 


13-63509 | 
| 13-63510 | 
13-63505 
13-63512 
13-63513 
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Encrosure 1—Continued 
Disposition of 3,500-pound capacity Gibson gasoline-operated fork trucks—Con, 

















USN No. Sal 
Selling activity Date of sale | of fork Purchaser ales 
truck Price 
Tk a cnieeinadbnmeeeielee sup 
mas 
NSC, Oakland_............. Oct. 7,1954 | 13-63523 | Robertson Truck Co., 319 Rossi St., | $1, 062.09 
Salinas, Calif. 
itckionmmctmeaianekanelcanve OB ...<caske 13-63524 | Leslie Albaum, 1407 Pamora Ave., | 1, 400.77 
San Jose, Calif. 
Cail tteesenehenacminentiaons scene 13-63525 | Tacoma Junk Co., 2128 Pacific Ave., 1, 318.21 
Tacoma, Wash. 
DD Sada amesbdpintndiandeebed ee 13-63526 |..... OD inital adepenssbistietodhaccatids 1, 021.81 
a ance aia leecainnesate i dliital Ca ccmnten 13-63527 |....- aera eoetea arise eee 911. 81 
TICS 2G sb akekataece boule aie Di cnwk hie 13-63528 |..... nar Oe ene tery Ce ee 911. 81 
BN Linbabouesdavoghtasttbaned GbL..siek 13-63529 | Puget Sound Salvage Co., 2960 4th 831. 96 
Ave. South, Seattle, Wash. 
al Ee Site hake’ a 13-63530 | L & W Equipment Dealers, 2265 756. 00 
Lafayette , Santa Clara, Calif. 
BO tiie Mie acbiice |----- lel 13-63531 | Puget Sound Salvage Co., 2960 4th 831. 96 
Ave. South, Seattle, Wash. 
MR cdidcacacdutbilcnch desibeuel a 13-63532 | Tacoma Junk Co., 2128 Pacific Ave., 781.81 
Tacoma, Wash. 
SUN. 5.5 ncckinbbdndubomenttbaele Ge. odes 13-63533 | Puget Sound Salvage Co., 2960 4th 831. 9% 
Ave. South, Seattle, Wash. 
Do........-.---------.-.| Oct. 7,1954 | 1383-63534 | Tacoma Junk Co., 2128 Pacific Ave., 811.81 
Tacoma, Wash. 
Ee PE re ee do.......| 13-63535 |...-- DOr ccswescoue lider iwecaneecaaens . 
BPO. cb ct ballin ichovde>c. cee Onn PIO Wee we Oc ow ecececn cass Sith kites 1, 061. 81 
TIO « chen bit aiabemasea. Cea SR | 13-63537 |.---.. Gigs cacbiienwedids se Latepekis 1, 161. 81 
EI... b0 a babhbsenaecageodastoe see do... _....| 13-63538 |..--. GOsd ac cesta cease in ee a" EB a 
Mae a ehee co aaaeenioaiel | ane 13-63539 |..... ON a ae ee 1, 011, 21 
WO chabntcen das Leaupasaetenden do... .....| 13-63540 |... Ds Aossecc essai cuss sentecenesade 1, 021. 21 
eevee sin msciadiieshitsaiailiaadh di can |----~ ee i 13-3541 |... ie ha ie ce eee aedeniies 911, 21 
Dien odd txts oaledaiaeeie “epee fy Nt ii aat ce A ssl tees ermibieagehanmassanmhiaen 911.21 
Peake. ies dbcood tise do.......| 13-63543 |..... eh lrrccduldnes dks skidded 911.21 
Pi iiusid bao trikaite ahaa & tintin Mecndiele I Ss came | 1383-63544 |..... I ae 911. 21 
Do. steeeener yen senepreci-orsn yaar | SE bt SEG: a chknndnncaekiwadaatWoudechse 811.21 
Do dsaponhwn'iatan shied deine) EE bobbing do 811.21 
NSD, San Pedro......-.-..- | Oct. 25,1954 | 13-63545 | Jack Lubin, 8801 South Alameda, Los | 1,354. 
| Angeles, Oalif. 
io ceienisbplonmcens |----.do. td ners ee nninnieeenttccmetesl iyi. 
rn cetet ena eee do. | 13-63547 |..__. Moc te tee diddhi onsddelde- oun 1, 419.9 
ID iis od bashed dt damadeein dale aaa | 13-63548 |.....do_.--_--. (oe danenciibbdentiaaniioks 1, 291.9 
TE acpi ienicimnnisa anil re do.....-..| 13-63540 }...-.. ii ta catch nbc nas once phios aie 1, 519.99 
BUR. kcccscacweébibogodda apes “Gers e | 1383-63550 |._...do..._.-.. ter eee tubo! Ayaan 
Ts 1 sail el satin aaa shinee th og I ee Bes saan aimaeaal tie eee 
Michociudbweruteneusttet akeatte nonadcl a like SE ss GL chu nendviewsaccesoseceteeant | 1,476.9 
DO... aliécada dieses iB 0.5 «sae | 13-63553 | ...-- ti A ak | 1,519.99 
i catherhietilecdiled | bik oi ee ile EE bone ME ow ates ; haes ‘ 1, 291.99 
Grand total........... |-------22-nn == 6 OE ad eh cli anth inns GU Guinan dace weal ----| 51,779.72 
Acquisition price.........-...... a ae calcitic liars $141, 611.12 
I NN i ecitatscieneeitl AR a aaa ctl in nena tenbiniernneibiainne $51, 779. 72 
Proceeds as percent of acquisition price_...........---_--._---.-- 36. 50 


Masor DEFICIENCIES ON 8,500-Pounp Capactry Gipson GASOLINE-OPERATED FoRK 
Trucks WitH PNEUMATIC TrRES (FURNISHED TO BUYERS OF HQUIPMENT) 


I. Mast assembly 


(a) Lifting channels: (1) Excessive clearance between inner and outer mast 
sections both longitudinally and laterally causing rocking during lifting. 
(b) Lift carriage: (1) Design is such that adequate support of forks is lack- 
ing, lift brackets are too light. 
(c) Miscellaneous: (1) Tilt cylinder brackets and lower mast support pivot 
brackets poorly designed for optimum service. 


II. Hydraulic system 
(a) Hydraulic oil pump used is inaccessible and not of best design. 


Ill. Steering syatem 
(a) Linkage: (1) The steering geometry is not good, resulting in hard steer 
ing and a higher than average rate of wear. 
(b) Steering trailer: (1) The design of the cradle assembly is not in accor: 
ance with best design principles. 
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IV. Transmission 


(a) Operation: (1) The transmission is noisy and it is difficult to shift while 
i tion. 
7 (b) Design: (1) The design of the transmission is such that a shorter than 
average life may be expected. 

(c) Miscellaneous: (1) The transmission cover plate is too light to adequately 
support the clutch, brake, and throttle-support brackets as well as the brake 
master cylinder. 


V. Brake 


(a) General design: (1) The brake backing plate assembly is weak and high 
maintenance can be anticipated. 


Disposition of 3,500-pound capacity Gibson gasoline-operated fork trucks—Con. 


USN No. 
Selling activity Date of sale ¢ = Purchaser price 


Sept. 21, 1954 | 13-84506 | Peck Iron & Metal Co., Box 836, | $168. 00 


Portsmouth, Va. 
13-84513 168. 00 
13-84514 |... 269. 00 
13-84515 269. 00 
13-84516 | Portsmouth Salv age Co., County St., | 269. 89 
Portsmouth, Va. 
13-84517 | William E. Fink, Box 916, Great 296. 00 
Bridge Blvd., Norfolk, Va. 
13-84518 | Portsmouth Salvage Co., County St., 289. 89 
Portsmouth, Va. 
13-84519 1 7 289. 89 
13-84520 - 311. 89 
319. 89 
329. 89 


| 339. 89 
13-84524 a ee 2 329. 89 


13-84525 | Peck Iron & Metal Co., Box 886, 269. 00 
Portsmouth, Va. 
13-84526 269. 00 
13-84527 Fink, Box 916, Great 331.00 
Brides Blvd., Norfolk, Va. 
13-84528 331. 00 
13-84529 | Peck Iron & Metal Co., Box 886, 269. 00 
Portsmouth, Va. 
NSO, Norfolk (from Rome).| May 16,1955 | 13-84504 | Central Motor Co., 1201 Oronoco 8t., 269. 99 
| Alexadria, Va. 
NSD, Seattle | Nov. —, 1954 | 13-84501 | Tacoma Junk Co., 2128 Pacific Ave., 551.18 
Tacoma, Wash. 

| 13-84502 518. 18 
Sarske as 13-84503 418. 18 
NATTO, Jacksonville... .... Oct. 21, 1954 | 13-84505 Cuneta Dey Bottling Co., Jackson- 550. 00 
ville, Fla 
NSD, Great Lakes . ‘ | 13-84507 Kutzler Cartage, 1208-10 Dugdale 700. 00 
Rd., Waukegan, Il. 

13-84509 | 700. 00 

13-84510 : 700. 00 
| 13-84511 | " | 700. 00 
: 13-84512 |... 700. 00 
NSD, Mechanicsburg. .---..| Nov. — -, 19% 54 | 13-84508 | Palmerton Coca Cola Bottling Co., 712. 00 
450 Delaware Ave., Palmerton, Pa. 
NSD, San Pedro Oct. 25,1954 | 13-84530 | Jack Lubin, 8801 S. Alameda, Los 789. 99 
— Calif. 

13-84531 819. 99 
| 13-84532 829. 99 

13-84533 919. 99 

13-84534 |_-- 829. 99 

| 13+ 84535 3 * 819. 99 
669. 99 
819. 99 
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Disposition of 4,000-pound capacity Gibson gasoline-operated fork trucks 
































USN No.| Sal 
Selling activity Date of sale | of fork Purchaser . ao 
truck Price 
NSO, Oakland............... Oct. 7,1954 13-84539 | Leslie Albaum, 1407 Pamora Ave., $777.7 
| San Jose, Calif. 
tea ea do........} 13-84540 |...-. a ee 888.77 
a Sr ees ee G0. iccdets 13-84541 | Melvin K. Cotton, 538 West Santa 573. 00 
| Clara, San Jose, Calif. 
WObasese oth nsadaidwmlsldoasn do........| 13-84542 | Leslie Albaum, 1407 Pamora Ave., | 1,111.77 
San Jose, Calif. 
ee cihaaaens ntommeged ciepeiata nacht | 13-84543 |_.... Wer es BASE Sc ie dtactsetek 1, 333. 33 
Sia httniiianmienbeas cnellctioaa do........| 13-84544 | Melvin K. Cotton, 538 West Santa 625. 75 
Clara, San Jose, Calif. 
a ieniiniaehihita canals hea teal do........| 13-84545 | Stanley Peck, Courtland, Calif...._._- 801. 00 
Siiscato a chalnatacchenacaaenen ne Rca 13-84546 | B. B. Miller Co., 1823 East Washing- 607.77 
| | ton Blvd., Los Angeles, Calif. 
lle: thn iclisanicsis nian veenniaamaieiaial | SES se | 13-84547 | L. & W. Equipment Dealer, 2265 La- 553. 00 
fayette St., Santa Clara, Calif. 
I coi cau tebiek iecawscnecdel _ eats Bg eR VERE OS Sees SSS 543. 00 
a een eee arr a ..-| 1383-84549 | B. B. Miller Co., 1823 East Washing- 507.77 
ton Blvd., Los Angeles, Calif. 
echt ncetantignitincoieiian seni do........| 13-84550 | Victory Salvage Co., 2211 South Ala- 533. 99 
meda, Los Angeles, Calif. 
sine ee aaa nes eee ead | 13-84551 | B. B. Miller Co., 1823 East Washing- 507.77 
ton Blvd., Los Angeles, Calif. 
ND asthe scnibioag-banvandten oviadttie ae ie ki | 13-84552 | Victory Salvage Co., 2211 South Ala- 533. 99 
meda, Los Angeles, Calif. 
eh chietaallihtatietetewngsuiie teckel bales 13-84553 | B. B. Miller Co., 1823 East Washing- 507.77 
ton Blvd., Los Angeles, Calif. 
TNs.. :shecesopiasleindeiibealnalinn time | ETc 13-84554 Robertson Trucks, 319 Rossi St., Sali- | 1, 224.0 
} nas, Calif. 
SILL isl ccigisdhhleareapestiaheaadiiicbancas icunaieas 13-84555 | Victory Salvage Co., 2211 South Ala- 538, 99 
| | meda, Los Angeles, Calif. 
el ce eee ean Mi ckas 13-84556 | Tacoma Junk Co., 2128 Pacific Ave., 611, 8 
Tacoma, Wash. 
\ amainianedinedadhs adacuee aaa 711.88 
iteswiguElaeadewded sancankeie 741. 88 
Leis anduiitiatibind-alaiath @ aniel losniey bua aaoal 811. 21 
| eushaeelieaeainibeade cede lattedmann 861. 21 
iivcd dg bbdbabedcgdtdaeneaacsuat 811. 21 
Labaccetescoot Gerais Genie oaeeeel 831. 21 
ibunsatennansaihswdiioda aiisntalll | 781.21 
RCo canon ead awe mace 711. 2 
Farrar Aviation Services, On- 350. 00 
cdandtereidateenaiacsdetumeceraate 37, 481. 91 
healt D5. 
ST a en eeee $158, 001. 28 
I” Ries a cea ash ES eh i oe Seis nt hewn $37, 481. 91 
Proceeds as percent of acquisition cost.__._..-..........._-....__. 23.1 


Masor DeEFIcreNcres ON 4,000-PouND Capacity GIBSON GASOLINE OPERATED Fosk 
Trucks WirH Sorip Russer Trres (FURNISHED TO BuYERS OF EQUIPMENT) 


I. Mast assembly 

(a) Lifting channels: (1) Excessive clearance between inner and outer mast 
sections both longitudinally and laterally causing rocking during lifting. 

(b) Lift carriage: (1) Design is such that adequate support of forks is lack 
ing, lift brackets are too light. 

(c) Miscellaneous: (1) Tilt cylinder brackets and lower mast support pivot 
brackets poorly designed for optimum service. 


II. Hydraulic system 
(a) Hydraulic oil pump used is inaccessible and not of best design. 


III. Steering system 

(a) Linkage: (1) The steering geometry is not good resulting in hard steer 
ing and a higher than average rate of wear. 

(b) Steering trailer: (1) The design of the cradle assembly is not in accord 
ance with best design principles. 
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IV. Transmission 

(a) Operation: (1) The transmission is noisy and it is difficult to shift while 
in motion. 

(b) Design: (1) The design of the transmission is such that a shorter than 
average life may be expected. 

(c) Miscellaneous: (1) The transmission cover plate is too light to adequately 
support the clutch, brake and throttle support brackets as well as the brake 
master cylinder. 


V. Brake 


(a) General design: (1) The brake backing plate assembly is weak and high 
maintenance can be anticipated. 


Disposition of 6,000-pound capacity Gibson gasoline-operated fork trucks (solid 
— 





» | 


fis | USN No. | 
Selling activity | Date ofsale | of fork Purchaser 
truck 


| Aug. 11,1954 | 13-95031 | Victory Salvage Co., 8211 South 

Alameda St., Los Angeles, Calif. 

| 13-95032 | Thompson Flying Service, Salt Lake 

City 16, Utah. 

13-95033 -do- 

13-95034 | Victory "Salvage Co., 8211 South 
—- St., Los Angeles, Calif. 

13-95035 


13-95001 | Peck on & Metal Co., Box 886, 
Portsmouth, Va. 

13-95002 * 

13-95003 

13-95004 

13-95009 

eit discus ite acl e 13-95010 

cae nde dea denkuninysndlinn acetilt ica00 ee & 

ali clare al cei : 13-95012 “William “e. Fink, "Box 216 Great 

Bridge Blvd., Norfolk, V 

NSD, Bayonne Oct. 12,1954 | 13-95005 | Fulton Auto Exchange, 2235 Stewart 

Ave. SW., Atlanta, Ga. 

NAVSTA, Orange - --- Sept. 25,1954 | 13-95006 | Industrial Wholesale Co., 3603 Har- 

risburg Blvd., Houston, Tex. 








DO..+5 aon Meech aR i i BO nen cog eked, Seaman eae 
NSD, Mechanicsburg. - aaa Sept. 11,1954 | 13-95008 | Wilcof Industrial Supply Co., llth 
" and Warner Rd. SE., Canton, Ohio. 


YSC, Oakland (from ! Sept. 4,1955 | 13-95013 | Tacoma Junk Co., 2128 Pacific Ave., 

G é | Tacoma, Wash. 

: 13-95014 £6... andi baeeoadvened cs 
|..--.G@. ..-=--| 19-96018 }.....do..- a 

NSC, Oakland (from oll ?- 13-95020 | W. & P. Sales Co., Tracy, Calif 

Yokosuka). 





13-95019 | Tacoma Junk Co., 2128 Pacific Ave., 
dy ~ ates Wash. 
13-95021 


13-95022 Se 811. 3 

13—95023 ae | 911. 

13-95024 | V ictory Salvage Co., 8211 South 666. 
Alameda, Los Angeles, Calif. 

13-95025 | Miller Bros. Furniture Manufactur- 001. 
ing Co., Route 1, West Sacramento, 
Calif. 

13-95026 Tacoma Junk Co., 2128 Pacific Ave., | 911. 
Tacoma, Wash. 

13-95027 | B. B. Miller Co., 1823 East Washing- 677. 

ton Blvd., Los Angeles, Calif. 








13-95028 | Tacoma Junk Co., 2128 Pacific Ave., 611. 
| ‘Tacoma, Wash. | 
oteceans wept... “a .| 1383-95029 |...-.do_._---. re | 611. 
i ee acwkeeneule« ciel « dacuek aaa do. 671. : 
NSD, San Pedro.- ‘ 13-95015 | Jack Lubin, 8801. South Alameda, | 819. 
| Los Ange les, Calif. 
aati 13-95016 | Ge... cease : 769. 99 
Oct. 26,1954 | 13-95036 | Victory Salvage Co., 8211 South | 733. 
a | Alameda St., Los Angeles, Calif. 
NSD, San Pedro...-.......-| Oct. 25,1954 | 13-95017 | B. B. Miller Co., 1823 East Washing- 737. 
/ ton Blvd., Los Angeles, Calif. 





— 





Total eg. eins ie, alld aiais tera tonsa 


i i le $94, 359. 72 
Sales price $22, 882. 80 
Proceeds as percent of acquisition price 
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Masor DEFICIENCIES ON 6,000-PouNp Capactry GIBSON GASOLINE OPERATED F'orx 
TRUCKS WITH SOLID RUBBER TIRES (FURNISHED TO BUYERS OF EQUIPMENT) 


I. Mast assembly 
(a) Lifting channels: (1) Excessive clearance between mast sections both lon. 


gitudinally and laterally which may require a reduction in maximum lift height 
and maximum load. 


(b) Lift carriage: (1) Lift brackets and roller pins are not of the best possible 


design. The lift brackets in particular require strengthening. 
(c) Miscellaneous: (1) The tilt cylinder brackets are poorly designed and may 


require strengthening. 
II. Steering system 
(a) Linkage: (1) Steering geometry is not good resulting in hard steering 
and a higher than average rate of wear. 
III, Transmission 


(a) Operation: (1) The transmission is noisy and difficult to shift while in 
motion. 


(b) Design: (1) The design of the transmission is such that a shorter than 
average life may be expected. 
IV. Steering avle 

(a) Design: (1) The design is such that frequent maintenance will be re- 
quired. The steering axle center pivot is probably undersize for hand service. 
V. Drive azles 

(a) Design: (1) The drive axles are undersize and may not be of the best 
possible metallurgical composition. 


Disposition of 6,000-pound capacity Gibson gasoline-operated fork trucks 
(pneumatic tires) 


USN No. Sal 
Selling activity Date of sale | of fork Purchaser wales 
truck Price 


NSC, Oakland (from Subic | April 1955 13-01501| Tacoma Junk Co., 2128 Pacific Ave., $901. 40 
Ba: ). Tacoma, Wash. 


sell seek. tae i Mele, | ere DL em | 1, 211.00 
NSC, “Oakland Le nibcilisceay Nov. 23, 1954 | 13-01540 General Surplus, ‘Box ‘1852, ‘Fresno, 1, 662. 00 
eins dkcen Yveowssownnnheowel OO. asieve CNET ee nnn ene aed eaaeeniels 1, 561.00 
eae ee do.......| 13-01542 |.-.--- BO cccedlascasecvewswssseenacwust 1, 5A1. 00 
Tinh cn eUnekapenche cheapie do..-..--| 13-01543 | Tacoma Junk Co., 2128 Pacific Ave. - | 1,318.11 
Tacoma, Wash. 
Dc dckih on taoapceaviahcgeas caaee 13-01544 |....- redial: Geenralrenmenetes ----} L4IL1 
TD inn dts pide lalea bgt athe Gh btn Slagl i i vi0 SPONGES Fic Le OOe Uda tes eeadanes : osc6eneecnse]- - ESL 16 
DP titcitkh<ctectiveenssiak tee 0: hse 13-01546 | Vallee Surplus Sales Co., 2434 West | 1, 280.89 
Van Buren St., Phoenix, Ariz. 
PQ chews cues anvactaacsnlduead Ben eed 13-01547 | Tacoma Junk Co., 2128 Pacific Ave., | 1,571.11 
Tacoma, Wash. 
RR ee ee do. ......} 18-01548 |...-- BO init Dis dakddiiebsesciscnbéek 1, 431. 12 
RR PP 13-01549 |.--.- ainda Eiieaanticheme tenis ed acumenal 1, 151. 16 
WO icnssuscseun ti dgescdoess BB c i fsced 13-01550 |_.-- = potwe Ehntss doe FabSRRReSaREaSESKE “Ey OEE 
00.0 ed babs bsee dbo Beak SE delk EE, Bhikaieds eachannccudaadensaeesncunntauss } 1,126.01 
DOE sadi dett id aaddlewedel GO. caccde 13-01552 -| 1,261.01 


CTH MES ET AS) ST do...-...| 13-01553 | oa Miller Co., 1823 East Washing- 897.77 
| ton Blvd., Los Angeles, Calif. 








TIO cc ciaik iwlihn Vag dl eedabee nell do.......| 13-01554 | Tacoma Junk Co. -» 2128 Pacific Ave., | 1,821.11 
Tacoma, Wash. 

WO po dStobs deta tee pod MOO a a be | 18-01555 | Chester Knutson, Route 1, Box 430, | 1, 516.10 
Patterson, Calif. 

Boos dupbasdshinctubeand cau wlibieD 13-01556 | Tacoma Junk Co., 2128 Pacific Ave., | 1, 526.01 
Tacoma, Wash. | 

WO .22 a cshustliidee di csv cp ceeds dens 13-01557 | Chester Knutson, Route 1, Box 430, | 1,316.10 
Patterson, Cs alif. | 

a dan sdb bigs cnibbccesd wan cO®, xpueed 13-01558 | Tacoma Junk Co., 2128 Pacific Ave., | 1,616.16 

Tacoma, Wash. 
DD. « wpaccsistenasenagleite Ob. Jed 13-01559 | - | 1, 467.01 
PO wiikswbddliteVepabdapietosnel Osi4)0e- 13-01560 Ree Surplus, Box 1852, Fresno, | 1, 461.00 
ali 

POD ian sektad shdhbsodanaleanad do.......| 13-01561 | Tacoma Junk Co., 2128 Pacific Ave., | 1, 431.10 
Tacoma, Wash. 

Sihncshasniaethehbeannsel .----do......-| 13-1562 | General Surplus, Box 1852, Fresno, | 1,561.0 





| Calif. 
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Disposition of 6,000-pound capacity Gibson gasoline-operated fork trucks 
(pneumatic tires )—Continued 


| USN No. | Seles 
Selling activity Date of sale | offork | Purchaser rh we 


truck | price 
| 


NSD, Mechanicsburg (1) Cohn Bros. Auto Co., 608 North | $1,158 91 
Capitol Ave., Indianapolis, Ind. 
ia a he d = RA es 1, 158. 91 
NSO, Norfolk 13-01504 | Joseph Satin Co., 18-20 38th St. 878. 99 
Astoria, N. Y. 
sw ice SIU “ 878. 99 
-------| 13-01506 |.....do bnddlekdipe 878. 99 
13-01507 | Transit Trailer Co., 1509 High St.,| 03.33 
Portsmouth, Va. 
13-01508 | Joseph Satin Co., 18-20 38th . 878. 99 
| Astoria, N. Y. 
SO TO GR Ja. 8 8 a 878. 99 
_..----| 13-01510 | Transit Trailer Co., 1509 High St., | 953. 33 
Portsmouth, Va. | 
Nov. 9, 1954 | 13-01515 | Joseph Satin Co., 18-20 38th St., 
| Astoria, N. Y. 
13-01516 |...-.do_..__-.___- 
--| 13-01517 | Junk Enterprise Co., 2468 East Lan- 
| caster, Fort Worth, Tex. 
13-01518 |.....do____. pase cl Sree ol 
| 1383-01519 | Joseph Satin Co., 18-20 38th St., | 
| Astoria, N. Y. } 
|) SR Eee ee 
13-01521 |....!do 
13-01522 eo TCE EES a eer Ss Gere eee 
13-01523 | Junk Enterprise Co,, 2468 East Lan- | 
| easter, Fort Worth, Tex. 
13-01524 | NAKAP & Co., 521 Keith Building, 
i Cincinnati, Ohio. 
.-| 13-01525 |.....do 
| 13-01526 | Junk Enterprise Co., 2468 East Lan- 
| caster, Fort Worth, Tex. 
_...----| 1383-01527 | NAKAP & Co., 521 Keith Building, 
Cincinnati, Ohio. 
13-01511 — Fuentes, Box 3357, Mayagiiez, 
13-01512 | | 1,350.00 
13-01513 ] 483. 99 
Jack St., Baltimore, Md. 
NAS, Jacksonville 13-01514 | Dryden Machinery Co., Sun City, Fla. 716. 79 
NSD, San Pedro 13-01528 | Jack Lubin, 8801 South Alameda, Los | 1,401.99 
| Angeles, Calif. 
13-01529 |_-_-- 1,319. 99 
| 13-01530 | ; 1, 669. 99 
13-01531 1, 291. 99 
cn ee Maio cen id Gtaipiencenaindindinaninnnh. a oe 
| 13-01533 | B. B. Miller Co., 1823 East Washing- | 1,297.77 
| ton Blvd., Los Angeles, Calif. | 
| 13-01534 | Jack Lubin, 8801 South Alameda, Los | 1, 249. 99 
| | Angeles, Calif. 
13-01535 1 | 1,589.99 
13-01536 |.....do ing icids icine toni | 1,669.99 
| 13-01537 |.....do : | 1,294.99 
13-01538 | do 1, 389. 99 
13-01539 |.....do_._.__--- ai | 1,569. 99 





8 
és 





B 8B 
$383 




















! Serial FG6-176-52. 


Acquisition price $166, 135. 20 
Bee ee eee nee iam mcsniabianenen $77, 064. 58 
Proceeds as percent of acquisition price 46. 4 


MAJor DEFICIENCIES ON 6,000-PouND-CaPAcITy GrpsON GASOLINE-OPERATED ForK 
TrRucK WirH PNEUMATIC RUBBER TIRES (FURNISHED TO BUYERS OF EQUIP- 
MENT) 


I. Mast assembly 


(2) Lifting channels: (1) Excessive clearance between mast sections, both 
longitudinally and laterally, which may require a reduction in maximum lift 
height and maximum load. 
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(b) Lifting carriage: (1) Design of lift-chain anchor is poor and may result 
in shearing of bolts under shock loads. 

(c) Miscellaneous: (1) The tilt-cylinder brackets are poorly designed and 
may require strengthening. 
II. Steering system 

(@) Linkage: (1) Steering geomeiry is not good, resulting in hard steering 
and a higher-than-average rate of wear. 
III. Transmission 


(@) Operation: (1) The transmission is noisy and difficult to shift while in 
motion. 

(bd) Design: (1) The design of the transmission is such that a shorter-than- 
average life may be expected. 


IV. Steering azle 

(a) Design: (1) The design is such that frequent maintenance will be re 
quired. The steering-axle center pivot is probably undersize for hand service. 
V. Drive azles 

(a) Design: (1) The drive axles are undersize and may not be of the best 
possible metallurgical composition. 
VI. Brake 


(a) General design: (1) The brake backing-plate assembly is weak and high 
maintenance can be anticipated. 


Disposition of 15,000-pound capacity Gibson gasoline-operated fork trucks 


lusN No. 
Selling activity Date of sale = = Purchaser 
uc 


Sales 
price 


i Binns ceccdenvnnes 13-74501 | Portsmouth Salvage Co., County St., $639. 89 
Portsmouth, Va. 
te ae conte : _......| 18-74503 | Peck Iron & Metal Co., Box 886, 458. 00 
Portsmouth, Va. 
Ace Trucking Co., 1919 Washington 861.00 
St., Charleston, W. Va. 
O. C, Evans Tractor & Equipment 
- Wilson St., Mount Sterling, 


y. 
| 13-74507 | Peck Iron & Metal Co., Box 886, 
eee Va. 


13-74511 0 r 

13-74513 | William E. Fink, Box 916 Great 
Bridge Blvd., Norfolk, Va. 

13-74517 | Portsmouth Salvage Co., County St., 
Portsmouth, Va. 

13-74519 | Peck Iron & Metal Co., Box 886, 
Portsmouth, Va. 

13-74520 di 


Nov. 18,1954 | 13-74502 | Joe Kohs Maintenance Service, 5324 
Keeler Ave., Chicago, Il. 

Do om do........| 1383-74510 do 
NSC, Norfolk 12,1954 | 13-74504 | C. & B. Auto Parts Co., 4215 Jefferson 


Davis Highway, Richmond, Va. 
NSC, Norfolk (from CHB#3).; May 16,1955 | 13-74512 1 
NAVSTA, New Orleans....| May 11,1954 | 13-74514 1, 313.13 


13-74515 d 1, 313.13 
| eee 13-74518 do S 1, 313. 13 
NAVSHIPYD, Boston 13-74516 | Silvers Auto Go., Inc., P. O. Box 881, | 1,259.59 
| Bangor, Maine. 
NSO, Oakland (from Guam) - 13-74521 | Tacoma Junk Co., 2128 Pacific Ave., | 1,580.00 
Tacoma, Wash. 
13-74522 | 1, 580. 00 
13-74528 | | 1, 580. 00 
13-74524 |_... 
1383-74525 
13-74526 | 


| 13-74532 | 
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Disposition of 15,000-pound capacity Gibson gasoline-operated fork trucks—Con. 





Purchaser | Sales 


Selling activity | Date of sale of fork | price 


truck 


NSC, Oakland (from | May 4, 1955 | 13-74527 | Tacoma Junk Co., 2128 Pacific Ave., | $511. 
Sasebo). Tacoma, Wash, 
6 idea | | 1383-74528 |_ ae. nee £5521 §11. 
bE AN De ON. emu eke ; - 511. 
Do ° ‘ a 13-74530 oe cee. id: : a 511. 
NSO, Oakland___-.- 13-74533 | Puget Sound Salvage Co., 2960 4th 653. 
Ave. S., Seattle, Wash. 
Do.. beat e ; : __..| 1383-74534 | Sugar City Bldg. Materials Co., Box 
547, Crockett, Calif. | 
Do } de | 13-74537 | Commercial Tire Sales, Box 3036, | 
Fresno, Calif. 


USN No, 
| 
| 


en ca Medien = eatin | tow | 13-74538 
i i rik, Sond neleat : ..| 1383-74539 |. do__. 
Do | 13-74540 pe tas Fekete a 
Do : oe : 13-74541 | Robertson Truck Sales, 319 Rossi St., | 
| } Salinas, Calif. 
Do : : ....-| 1383-74542 | Commercial Tire Sales, Box 3036, | 
| Fresno, Calif. | 
Do aa atin aE tie .-| 13-74543 |.....do_..... 
Do i wee lew Gas S84 4s = 13-74544 |__...do__-_- 
Do es Bi CAGE hcg ln owe dww tne 
igs keh tea = ensce) SPOT Lines stancns eae a 
| 13-74535 | Baston Tires Supply Co., 1200 East | 
12th St., Oakland, Calif. 
NSD, San Pedro_._.._..__- . 25, 19 13-74536 | Jack Subin, 8801 South Alameda, Los | 
| Angeles, Calif. 


Grand total. 





Major DEFICIENCIES ON 15,000-PoUND CAPACITY GIBSON GASOLINE-OPERATED FORD 
Trucks WiTH PNEUMATIC TIRES (FURNISHED TO BUYERS OF EQUIPMENT) 


I, Mast assembly 
Acquisition price $196, 099. 65 
Sales price $63, 286. 02 
Proceeds as percent of acquisition price__.________--------_-_---~-- 32. 2 

(a) Lifting channels: (1) Excessive clearance between mast sections both 
longitudinally and laterally which may require a reduction in maximum lift 
height and maximum load. 

(b) Lift carriage: (1) Lift brackets and roller pins are not of the best possible 
design. The lift brackets in particular require strengthening. 

(c) Miscellaneous: (1) The tilt cylinder brackets are poorly designed and may 
require strengthening. 
II, Steering system 

(a) Linkage: (1) Steering geometry is not good resulting in hard steering and 
a higher than average rate of wear. 
III. Transmission 

(2) Design: (1) The design of the transmission is such that a shorter than 
uverage life may be expected. 
IV. Steering acle 
j (a) Design: (1) The design is such that frequent maintenance will be required. 
The steering axle center pivot is probably undersize for hand service. 
V. Frame 

(@) Design: (1) The frame design is not good, due to a lack of cross bracing. 
VI. Brakes 


(a) Design: (1) The design of the brake system is not conventional and the 
Wheel brakes are undersize. 


Mr. Banwan. It is a good rate of return even on an excessively 
downgraded item. 
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Admiral Arnotp. I believe you are aware, Mr. Balwan, we ran 
tests on those and endeavored by extensive tests to see what could be 
done with them after they were obtained. 

Mr. Houtrietp. That is one of the single-purchase procurements 
which the Navy made of which they are least proud, I assume. 

Admiral Arno.p. Including the Navy part of the deal. 

Mr. Hotirietp, Yes, sir. 

Mr. Sroxowsx1. When we speak of not agreeing with all the 40 
rated poor, which is part of downgrading, we feel also that there 
are other circumstances and whatnot involved that must be realized 
and recognized before you can make a good evaluation. 

Admiral Arnotp. As an example of that, Mr. Chairman, the Boston 
sale, it is not clear in here whether these parts are actually identified 
or not. 

It says they are unused, so we can assume that they should be 
identified with the part number on them. But in case they are not 
identified with the part number on them by some reason if they are 
returned, let us say, from overseas and came in and did not have the 
tag number on them, then identifying those again would be an expen- 
sive job. So to analyze this thing I think that you really do have 
to see the lot of material itself, thoroughly analyze it, let me put it 
that way. 

Mr. Hottrrevp. The Navy is now engaged in contracts for refinish- 
ing bearings, for instance, bearings which otherwise would be sold 
as scrap, and they are turned over to certain private firms and 
refinished for, I think a matter of maybe 15 or 20 percent of. their 
acquisition cost, and then the Navy is using those bearings. 

This is one instance I think which is commendable, in that the 
Navy is using those, and reclaiming or refusing to sell bearings at 
weight prices, tonnage prices, and is turning over miscellaneous 
bearings to specialists in private industry who go through them and 
sort them and refinish them if necessary, take the rust off of them if 
there is any, and then repackage them and give them back to the 
Navy for a service fee. 

This is the utilization of a specialized service which I think is 
commendable. I am just on that wondering if specialized services 
in industry can’t be used a little bit further to do this job of sorting, 
identifying, classifying, and offering to particular buyers the prod- 
uct which they are interested in rather than lumping together pages 
of automobile parts of all kinds and then selling them as junk, you 
might say, or getting 3-percent return on it. 

dmiral Arnotp. We did that, Mr. Chairman, at the end of the 
war where we had large lots of certain classes of material and | 
was while it was worthwhile to go in and get the services of a well- 
qualified engineering firm to do that, but that was, I think, mainly 
a segregation and identification job. 

But I think what you are saying here is that it would be better if 
we turned the whole selling job over to a firm of that kind or if we at 
the very least enlisted their assistance and guidance. é' 

Mr. Houtrtevp. That’s right, rather than going into an extensiv¢ 
merchandising campaign on your own. 

Mr. Jonn Tuomas. Mr. Chairman, I have one comment to mak 
that Mr. Spokowski mentioned in selling to dairy farmers. If they 





hav 
rece 
fro! 
mai 
tion 
offe 
Go 
wou 
M 
ther 
whe 
Is 
M 
We 
to he 
even 
with 
mor 

W 

Tl 
pret 
We | 


from 


and ¢ 
reliey 
the r 
of th 
the n 
tion ¢ 


surph 
vision 

By 
comm 
prove 
into t 
cause 
get th 
mum | 
of dis 

You 
We've 


old 
nd 


eir 


the 
; al 
ous 
and 
a if 
the 


ris 
ices 
ing, 
rod- 
uges 
you 
the 
d it 
vell- 
inly 


if 
re at 


sive 


nake 
they 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 421 


have areas such as that where they do have takers for small lots, we 
recommend the use of spot-bid sales, a 1-day stand, and you get away 
from a lot of administrative expense. I don’t know how much of the 
a that that went out to on this particular small lot in ques- 
tion. But I think that a spot bid, a lot of these items that are in these 
offerings could have been grouped together for a 1-day spot bid and the 
Government would have gotten for it not only a higher return, but 
would have reduced its cost in its overall operation. 

Mr. Batwan. How much help did you give the services to help 
them with their different methods or did you get resistance from them 
when you tried to tell them what to do? 

Is this your first effort in trying to help them? 

Mr. Joun Tuomas. We have had no resistance from any service. 
We stand ready to help them with every means we have. We intend 
tohelpthem more. Westand ready at their beck and call. We would 
even go further to say that in several areas we have approached them 
with industry-type selling plans that have been discussed here this 
morning. 

We intend soon to be getting together with them on that. 

The analysis which you spoke of I think I, at the outset, made it 
pretty clear that we made all of the information available to them. 
We are waiting to hear from them now and I assume we will hear 
from my good Friend down at the end of the table on these 40 we have 


been discussing this morning. 

Mr. Hotirtevp. The subcommittee wants to be very clear that we 
conceive the primary responsibility for effective surplus disposal to be 
placed by the law upon the General Services Administration. 


Such activities as the Navy and the Army and the Air Force are 
conducting, they are being conducted under a delegation of authority, 
and that delegation of authority as far as we are concerned does not 
relieve the General Services Administration from scrutinizing as to 
the methods that are being used and as to the recovery and the success 
of those methods. And if the methods that are being used are not 
the most efficient, we expect to hold the General Services Administra- 
tion and the services that are going to do the actual disposal, responsi- 
ble for an accounting before this committee, in the public interest. 

And we are here not to condemn you but to help you and encourage 
you to do the job that we feel needs to be done for the American 
taxpayers. 

Frankly we feel that the General Services has been remiss in its 
supervisory duty by not watching this more closely and we feel like 
that on the part of the operating services that are doing this job of 
surplus disposal that they have not utilized to the greatest extent the 
vision and initiative necessary to do a merchandising job. 

By the utilizing of all of the methods of merchandising which are 
commonly used by private industry, we commend you for such im- 
provement that you have made, but want to encourage you to look 
into the matter a little bit deeper and come back to us later on, be- 
cause we are going to have you come back to us periodically until we 
get this thing on a level that we feel like we are recovering the maxi- 
mum both from the standpoint of utilization and from the standpoint 
of disposal of these bills of dollars worth of surplus property. 

You are in big business and we want the maximum dollar back. 
We've got. to answer to the taxpayers you know every 2 years when 
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we go home, and we get told when we get home so we are going to 
pass it on to you. 

Mr. Srokowsk1. Could I add, Mr. Chairman, that in these reviews 
that GSA started, the Navy, the Bureau of Supplies and Accounts 
has that responsibility and operation and has had a continuing review 
since the old War Assets days in their sales disposals and whatever 
changes are made. So each catalog issued by our people is scruti- 
nized and we take action ourselves and it may go out because it costs 
too much to cancel and reoffer, but they are given constructive criti- 
cism to straighten out and better their ways also, so that that is not 
a new review that we have had nor contemplate but have had for a 
number of years. We plan to intensify it more and have. We always 
welcome the views that GSA expressed. We do want to point out that 
to look at the invitation and not know the background leaves much 
to be desired to get your end result. 

Mr. Batwan. You mean you are saying the GSA has made a study 
without going in the field to take a look at these things. 

Mr. Sroxowskti. I would presume so from what we have gathered 
from the individuals who made the study, yes. 

Mr. Batwan. To that extent you think this analysis is defective! 

Mr. Sroxowsx1. Yes, that there are other circumstances that should 
be brought into consideration before a constructive criticism could be 
evaluated in its real light, and that basically we in going out to the 
field and hitting our people and asking what we are able to in man- 
agement as against the worker, using our Bureau as the management 
and worker in the field as the worker, ask them what we can do to fur- 
ther the cause and give them guidance, assistance, and help. 

So we are closer to it and may have a better understanding that 
GSA would not have through this paper review. 

_ Mr. Howirrerp. Admiral Arnold, one last question before we ad- 
journ. 

Do you have any computation at all of the number of service people 
that are working in surplus disposal in the Navy ? 

Admiral Arnoup. Military personnel ? 

Mr. Houtrienp. Yes. 

Admiral Arnoxp. Not with me, sir, but I think it would be rela- 
tively easy to obtain, at least in the officer bracket. 

It might be more difficult to obtain in enlisted personnel, but I would 
venture the statement that there are not very many enlisted personnel. 
It would be relatively easy for us to obtain. Would you like to have 
that ? 

Mr. Houtrietp. I'd like to have that and also the number of civilians 
you have employed in that field. 

Admiral ArNotp. We will give you that together with the cost 
figures which you asked for. 

Mr. Houtrtevp. Yes, sir; and you have made note of the other re- 
quests that we have made. 

Admiral Arnotp. We have; yes, sir. 

(See letter of June 30, 1955, p. 341.) 

Mr. Liescoms. Admiral, has the Department of Defense submitted 
the Hoover Commission report on ple property to you for analysis 
and opinions? 

Admiral Arnotp. Yes. 
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Mr. Liescomp. And has your analysis been sent back to the Depart- 
ment of Defense? 

Admiral ArnoLp. Yes. 

Mr. Hourrretp. Mr. Riehlman ? 

Mr. Rreuuman. No questions. 

Mr. Batwan. Mr. Chairman, we asked the Navy Department to 
give us a report on the results of Operation Cleansweep, which Sec- 
retary Thomas when he was Assistant Secretary of Defense for Sup- 
plies and Logistics notified us was in process and it began on December 
93, 1953, when he ordered the Department to begin that. 

We have never been very clear on what Operation Cleansweep or 
Project Cleansweep entailed. 

Could you sippy us with a detailed account of what you actually 
have done as a result of Cleansweep # 

Just what were the things that you did as a result of that order 
that were different, or you might not have done, had the order not 
come out? 

Admiral Arnotp. Yes, sir. Would you like to have it now? 

Mr. Batwan. No. Can you supply that? 

Admiral Arnotp. Yes, we will. 

Mr. Batwan. And the other question, Mr. Chairman, that might 
be helpful in making the report on surplus property to utilize the 
analysis which the GSA has made and to include it someway in the 
hearings, the GSA analysis of the Navy’s studies here, along with their 
comments on that analysis, that that might be included in the record 
in some more abbreviated form than it exists here and we can work 
that out with the GSA and the Navy. 

Mr. Hoxtrievp. I understand you are going to supply your answer 


to the GSA’s critique? 
Admiral Arnoup. Their comments on each one of these sales? 
Mr. Houarrevp. Yes. 
Admiral ArNoxtp. Yes, sir, I am. 
Mr. Hotiriretp. The meeting is adjourned. 
(Whereupon at 12:40 p. m. the hearing was adjourned.) 
(The material referred to follows :) 


DEPARTMENT OF THE Navy, 
3UREAU OF SUPPLIES AND ACCOUNTS, 
Washington, D. C., July 26, 1955. 
Hon. Cuet Howiriexp, 
Chairman, Subcommittee on Military Operations of the Committee on 
Government Operations, House of Representatives, Washington, D. C. 
My Dear Mr. Ho.irietp: In connection with a recent hearing held by your 
colamittee on the Navy sales of surplus property, I am forwarding you the results 
of the various programs which were put into effect by the Navy to accomplish 
Operation Cleansweep. 
I trust that the information contained herein will prove useful to your com- 
mittee in reviewing the Navy disposal program. 
The remaining item to be reported pertains to the number of civilian personnel 
pe in disposal. This matter will be furnished within the very near 
uture., 
If I can be of any further assistance in this matter, please let me know. 
Sincerely yours, 
R. J. ARNOLD, 
Rear Admiral (SC), United States Navy, 
Chief of Bureau. 
By Jort D. Parks, 
Rear Admiral (SC), United States Navy, 
Acting Chief of Bureau. 
64721—_56——-28 
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Resvutts or Navy Errorts ON OPERATION CLEANSWEEP 
DOD ESTABLISHMENT OF OPERATION CLEANSWEEP 


Operation Cleansweep was established on November 24, 1953, by the Secretary 
of Defense to integrate and coordinate the various projects within the military 
departments that had been established for the purpose of purifying military 
stocks. The Assistant Secretary of Defense for supply and logistics was assigned 
the responsibility for directing the coordinated program for effecting the quick 
and efficient determination of excess military supplies and equipment and the 
disposal of surpluses. 


THE DEPARTMENT OF THE NAVY’S PROGRAM TO ACCOMPLISH OPERATION CLEANSWEEP 


To accomplish the goal of Operation Cleansweep, the Department of the Navy 
cited sound determination of requirements, accurate inventory and optimum 
utilization of stocks, and prompt determination and disposal of excesses as 
essential elements in the management of material. With this in mind, the 
following programs were enumerated as the primary means of accomplishing 
the objectives of Cleansweep within the Department of the Navy: 

(a) Purge program.—tThe revief of inactive material in inventory was con- 
menced in January of 1953 for the purpose of an item-by-item review of materia! 
that had shown no demand in 8 years. Retention of inactive items required 
justification based on known equipment or program application. Those inactive 
items that could not be justified for retention were declared excess. 

(b) Stratification program.—This program was instituted in June 1953 for the 
purpose of separating total inventory into segments of peacetime operating 
stocks, mobilization reserves, and long supply in terms of dollar value. This 
program bears directly on the determination of excesses since it labels as excess 
and segregates for disposal quantities of material not required. 

(c) Fractionation program.—This program is the breaking down of inven- 
tories into segments reflecting similar demand characteristics, in order to en- 
courage maximum flexibility of inventory management. 

(d) Range and depth of stocks program.—This program utilizes the data gen- 
erated from fractionation for the purpose of eliminating maldistribution of stock. 
This is a continuing review to determine the essential requirements and at the 
same time achieve economies in inventory investment and inventory maintenance 
costs. Slow-moving items and insurance items are stocked at fewer activities, 
resulting in reduced system inventory levels. This refinement of inventory levels 
at individual activities produces excesses for disposal. 

(e) Parts overhaul program.—This program accelerated the review of not- 
ready-for-issue material in inventory for the purpose of eliminating from 
inventory material not economically reparable or in excess of requirements. 


BENEFITS OF PROGRAM 


Under Operation Cleansweep, 1,300,000 items valued at more than $11 billion 
were reviewed. More than 375,000 items valued at $880 million were declared 
wholly excess to Navy requirements. Partial quantities of 290,000 items valued 
at $1.2 billion were also declared excess. In summary, specific action was taken 
on better than 50 percent of the items reviewed. The total dollar value of 
excess declarations was $2 billion, or almost 20 percent of the inventory reviewed. 
As a matter of interest, during the same period the Navy disposed of approxi- 
mately $1.4 billion of excess material excluding aircraft, vessels, and contractor 
inventory. $78 million of this amount was transferred to the other departments 
or agencies. In addition to the total disposals, $66 million was redistributed 
within the Navy as a result of the screening procedures. As of May 31, 1955, 
excess property, excluding aircraft, vessels, and contractor inventory, valued 
at $334 million was in the process of being screened, either within the Department 
of Defense or by the General Services Administration, donated or sold. 

Certain other benefits realized from the Cleansweep Operation are as follows: 

(a) The stratification program has facilitated the development and presenta- 
tion of a more understandable budget to reviewing authorities. 

(bo) The fractionation program has allowed variation by inventory managers 
in distribution practices, reporting techniques, formula application, and the like, 
in accordance with item demand characteristics. The variation of such tech- 
niques has facilitated more effective and responsive inventory management. 
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Actual dollar-and-cents savings cannot be cited due to the many immeasurable 
factors that influence operating costs. However, the increased productivity 
shown in servicewide supply and finance budgets for the past several years can 
pe attributed partly to Operation Cleansweep. 


DEPARTMENT OF THE NAVY, 
BureAvU oF Supplies AND ACCOUNTS, 
Washington, D. C., July 6, 1955. 
Hon. CHet Ho.iriep, 
Chairman, Subcommittee on Military Operations of the Committee on 
Government Operations, House of Representatives, Washington, D. C. 


My Dear Mr. Horirietp: As requested by you at the recent hearing held by 
your committee on the Navy sales of surplus property, I am forwarding the 
Navy’s analysis of all the sales reviewed by the General Services Administration 
and reported “poor” to your committee. 

The Navy’s analysis indicates that only 6.42 percent of the sales should have 
been rated “poor” instead of the 18.3 percent so rated by the General Services 
Administration. One of the main reasons for this difference is the fact that 
the General Services Administration representatives did not actually view the 
material nor familiarize themselves with the local conditions affecting each 
particular sale. 

I trust this analysis will prove to be objective and of use to your committee in 
reviewing the surplus sales program. 

If I can be of any further assistance in this matter, please let me know. 

Sincerely. yours, 
R. J. ARNOLD, 
Rear Admiral (SC), United States Navy, Chief of Bureau. 


CHARLESTON B-139—-55 


Rated “poor” by GSA. 

Reason.—Only a single item was offered for sale, with unattractive condi- 
tions. We do not agree. This was a complete diesel engine, in poor condition 
and needing extensive repair. The return was 7 percent, which we consider good 
in view of the condition of the engine. As a matter of interest to the subcom- 
mittee, five bids were originally received. The high bid was $481.99, and was 
rejected by the contracting officer. On a reoffering, the property brought 
$2,450. 

GSA states that the sales conditions were unattractive. They refer to page 
4 of the invitation. An examination of page 4 indicates that there are 4 clauses 
on that page, viz (21) interest warranty; (22) 8-hour clause; (23) non- 
discrimination in employment; and (24) convict labor. 

It is the policy of the Navy to prevent its own personnel from participating 
in the buying of Navy surplus. We feel that this promotes public goodwill and 
stops adverse criticism. 

The clauses numbered 22, 23, and 24 represent an effort on the part of the 
Navy to carry out the will of Congress with respect to the employment of labor. 
This sale was on an “as is, where is” basis. Consequently, the purchaser was 
required to use labor on Government premises to effect removal of the property. 
The criticism of GSA is therefore not justified. 

We think that this sale should be rated “fair.” 


QuoNSET Point INVITATION B-35-55 


Rated “poor” by GSA. 

Reasons.—(1) Sales conditions unattractive, according to GSA because: 

(a) Excessive instructions: This is not apparent except for the statement 
that all-or-none bids are not acceptable. This should not have been inserted 
in a Catalog containing only one item for sale. 
_ (0) Inappropriate for property offered: This criticism is not understood. It 
is nothing other than a broad generality. Surely they would not have us sell 
this by spot bid when the high bidder is from Philadelphia and his bid repre- 
sented a return of over 40 percent on items described as salvage. 

(ce) Confusing conditions or instructions: There is absolutely no basis for 
this because any standard provisions which conflict with those added by the 
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Navy were expressly deleted. Our experience with contract clauses is far more 
extensive than that of GSA and we are convinced that the clauses added are 
far superior to those appearing in standard form 114. 

(2) GSA has also stated that this sale should have been included in a scrap 
sale held the same day. With this we do not agree. Navy policy is never to 
combine scrap with usable or salvage material on the same invitation. The 
attention of the subcommittee is respectfully invited to the fact that the rate 


of return on this sale was 44.25 percent, in our opinion a splendid achievement. 
This sale should have been rated “good.” 


QUONSET Point B—33-35 

Rated “poor” by GSA. 

Reasons.—(1) Lack of know-how in that there were confusing omissions or 
additions. With this we do not agree. We cannot find any omissions or addi- 
tions calculated to confuse. GSA was not specific. If they refer to additional 
provisions which expressly are stated to replace provisions in the standard 
form, there is no confusion because appropriate deletions were made in standard 
form 114. Further, the additional clauses are far superior to those in the 
standard form, both from the standpoint of the Government and the buyer. 

(2) GSA does not feel that the phrase “All-or-none bids are not acceptable” 
should have appeared in an invitation offering only one item for sale. In 
general we would agree with that, except that the subcommittee’s attention 
is invited to the fact that the Navy’s additional provisions are on a mimeo- 
graphed form used in practically every sale at Quonset Point. To eliminate an 
unnecessary sentence which does no harm is not economically justified. 

(3) In GSA’s opinion, this sale should have been combined with other scrap 
sales. We agree with this, but would like to point out that this offering brought 
a very high return, over 33 percent. 

We feel that this sale should be rated “fair.” 


JACKSONVILLE B—-97-—98—100-101-—102-103-—104—-105-—106—-107-108 


Rated “poor” by GSA. 

Reasons.—(1) In the opinion of GSA these sales indicated a lack of selling 
know-how because the lotting was too small and therefore a spot-bid sale was 
the proper method. We do not agree. Out of a total of 68 items sold, only § 
brought less than $10. We also question the emphasis placed by GSA on spot 
bid sales. Here successful bidders were located as far away as Chicago and 
Oklahoma City. This would indicate that a restriction to local buyers would 
not be in the best interests of the Government. 

(2) GSA thinks that the sales conditions were unattractive. They indicate 
a lack of enthusiasm over the addition of the following clauses: 

(a) Bid guaranty and liquidated damages: This clause was inserted after 
expressly deleting clause 4 of the standard form 114 because the Navy, as a 
result of vast experience, is convinced that a liquidated-damage clause is ad- 
ministratively easier and less expensive to the Government and is fairer to a 
defaulting buyer. We understand that GSA agrees with this theory and is 
actively engaged in rewriting standard form 114 to include the Navy’s views. 
This criticism is, therefore, unjustified. 

(b) Since the standard payment clause in form 114 provides for the imposi- 
tion of actual damages in the event of a breach, this clause also had to be 
changed, because legally it is not possible to assess both actual and liquidated 
damages for the same breach. 

(c) The additional clause “Adjustment for variation in quantity” was inserted 
to relieve buyers from the obvious inequities of clause 8 in the standard form. 

(d) Clauses 22-23 and 24, relating to the employment of labor, were added 
in furtherance of the Navy’s policy to adhere strictly to the various laws relating 
to the employment of labor. A bidder can determine that where he has to 
remove the property with the use of his own personnel, he will have to adher 
to the Federal laws dealing with the employment of labor. 

(3) GSA feels that the sale should be rated “‘poor’” because the invitations 
did not list acquisition costs. The invitations were issued in October 1954, with 
the opening dates set in November (not December as stated by GSA). The 
Navy did not issue instructions to include acquisition costs until December 1954. 
There is a considerable difference of opinion over the wisdom and propriety of 
including acquisition costs in Government surplus sales, particularly in sales of 
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salvage and scrap. It should be noted that about half of the property sold 
under these 11 invitations consisted of aircraft spares which apparently were 


used and which were in open storage. The rates of return varied from a low 
of 3 to a high of 19.57 percent. 


We think that these sales should be rated “fair.” 


MECHANICSBURG B-12-55 

Rated “poor” by GSA. 

Reasons.—(1) Lack of selling know-how by reason of confusing omissions 
or additions. This is another broad generalization. There does not appear to 
pe any omissions or additions which tend to confuse. 

(2) Sales conditions unattractive because of excessive instructions, 7 pages 
according to GSA, and because inappropriate for the property offered. With 
this we do not agree. The instructions run to 2 pages, not 7. Why they are 
not appropriate for the property offered is not stated by GSA. Therefore, absent 
a specific criticism, we express no opinion on the point. 

(3) The major complaint of GSA on this sale appears to be “downgrading” 
of the Gibson fork trucks. As we explained to the subcommittee at the hearing 
conducted on June 21, 1955, the Navy will not practice a fraud on its buyers. 
Surely GSA will admit that deliberately to conceal defects known to constitute 
a dangerous hazard to life and limb is not in the public interest. 

This sale should be rated “good.” ; 


Boston B—107-55 

Rated “poor” by GSA. 

Reasons.—(1) GSA feels that the statement “All-or-none bids are not accept- 
able” should not have appeared in this catalog. We agree. 

(2) The additional provisions are conflicting and confusing and that the 
instructions are excessive. We do not agree. The additional provisions are 
fur superior to those in the standard form, which have been expressly deleted. 
GSA refers specifically to clause 21 entitled “Adjustment for Variation in 
Quantity.” It is well to note that we offered for sale 70 tons of scrap. The 
effect of clause 21 is to permit the Government to deliver up to 25 percent 
more than 70 tons, or 25 percent less than 70 tons, and if the property tendered 


is outside of these limits, the contractor can rescind. In our opinion, it would 
be productive of litigation if we insisted, in a case like this, that the Contractor 
accept 200 tons. We have little doubt that a court would decide against the 
Jovernment in such a case. Hence, the substituted clause is advantageous both 
to the Government and the buyer. 

This sale should be rated ‘“‘fair.”’ 


PENSACOLA B-11-55 

Rated “poor” by GSA. 

Reasons.—(1) Lack of selling know-how in that spot-bid method rather than 
sealed bid should have been used. We agree with this to the extent that items of 
small value should have been sold by spot bid, on the theory that it is not eco- 
nomical to make award on small items. Even though this be true, where is the 
line to be drawn? The attention of the subcommittee is invited to the fact that 
many of the items were sold to people from places other than Pensacola. This 
would suggest, of course, that a spot bid on such items would not be in the 
best interests of the Government, since the local people were not willing to pay 
as high prices. 

(2) In practically all of the invitations rated “poor,” GSA states that there 
are conflicting and confusing conditions. Yet GSA, at the prompting of the Navy, 
has agreed that standard form 114 is not the best form that can be drafted and 
aire now actively engaged in drafting a revision. Presumably, those who rated 
these sales are not aware of that fact since if they were, the comments would 
hot have been made. 

(3) GSA feels that in this case the additional provisions used were inappro- 
priate for the property offered. We presume that they refer to clauses 238, 24, and 
25, entitled respectively, “Eight-Hour Clause,” “Nondiscrimination in Employ- 
ment,” and “Convict Labor.” 

The attention of the subcommittee is respectfully invited to the fact that this 
sale was conducted on the basis that the physical work of crating and packing 
the property purchased must be performed by the contractor, or by someone 
hired by him. It is the policy of the Navy strictly to adhere to the laws relating 
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to the employment of labor. Hence the clauses were correctly inserted and the 
criticism is unjustified. 
This sale should be rated “fair.” 


SEATTLE B-64-55 

Rated “poor” by GSA. 

Reasons.—(1) (a) Overall presentation indicates lack of selling know-how 
by use of arbitrary requirements reducing buyer interest. We are at a loss to 
understand just what GSA means by this broad generalization. It may be that 
they are referring to the requirement that bids on certain lots are to be sub- 
mitted on a per each basis, or by the gross, or carton, etc. This requirement is 
to aid the bidder and to enable the Government to achieve uniformity in the 
manner of bidding. 

(b) GSA thinks that the method of sale was “clearly” unwise. They do not 
state what makes this clear or why it was unwise. Surely on a sale of such 
magnitude, and of such interest to out-of-town buyers, they would not recom- 
mend a spot-bid sale. 

(c) According to GSA this invitation contained confusing omissions and addi- 
tions. Apparently they are referring to clauses 22, 23, and 24 which deal with 
the employment of labor. Since clause 21 provides that the buyer will load the 
property he purchased, and thus will employ labor on the Government premises, 
it would appear that clauses 22, 23, and 24 were properly inserted in the invita- 
tion. Therefore, we do not agree with this criticism. 

(2) The lotting has been said to be too large and beyond the buyers’ capacity. 
The simple answer to this is that the property offered for sale is not the type 
that would attract the casual buyer. The bulk of the material consisted in 
ship’s parts, of interest only to large dealers. However, where the lots were 
really large, the Navy gave bidders an opportunity to bid on part of such lots. 
This is in keeping with our desire to reach every segment of the potential 
market. 

(3) The attention of the subcommittee is respectfully invited to the fact that 
the percentage of return on this sale of ship’s parts was 17.6, which we regard 
as a superlative achievement under the circumstances. 

This sale should have been rated “good.” 


PENSACOLA B-—27-55 


Rated “poor” by GSA. 

Reasons.—(1) Lotting was too small, making it uneconomical to award. We 
agree with this. However, only 6 out of 36 items fall into this class. 

(2) Conflicting provisions in the invitation. We do not agree. As we have 
informed the subcommittee, experience has indicated the need for a major revi- 
sion of standard form 114. The additional clauses, to which exception is taken, 
are a considered effort to obviate the inequities of form 114 and thus give the 
buyer a break. By doing this we expect to realize a greater monetary return 
It may be of interest to note that GSA has agreed to undertake the revision of 
form 114 as suggested by the Navy. There is a noticeable lack of consistency 
in the criticisms given by GSA. In Pensacola invitation B—11—55 we were rated 
poor because, among other things, we added clauses 18, 19, 20. There these 
clauses were marked in red as being worthy of criticism. Here, in Pensacola 
B-27-55 the very same clauses are not marked in red, raising the presumption 
that GSA in this case has no objection to them. Further, in this invitation, 
clauses 21, 22, 28, 24, 25 were pointed out as being objectionable while on invita- 
tion B-11-25 (Pensacola) the same clauses were not marked. To return to 
this invitation, clause 21, entitled “Loading” was inserted to indicate that we 
would load the property in one operation only so that we would not be subjected 
to the expense of numerous small loadings for the same buyer. Obviously this 
provision protects the Government’s pocketbook. Clause 22 was inserted to 
indicate that naval personnel would not be permitted to purchase any of the 
property offered for sale. This has been established as a firm Navy policy in 
order to avoid any possible criticism by the public that we were favoring our 
own people and permitting them to get the best items. Clauses 23, 24, 25 were 
added to accord with the views of the Congress on the protection of Americal 
labor, since the physical act of packing and crating must be performed by tbe 
contractor. We feel, therefore, that this specific comment by GSA is unwarranted 

(3) The sales conditions were deemed unattractive by GSA. They refer spe 
cifically to used paint, which was described as used, in poor condition. Since 
GSA did not visit Pensacola, it is difficult to arrive at their reasons for the 
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adverse comment. Paint is a commodity that deteriorates rapidly after the 
container holding it is opened. In this case it is natural to assume either that 
the containers had been opened or that they were otherwise damaged. In either 
event, it would be a misrepresentation to say that the paint was in good condition 
when in fact it was not. The property sold under this invitation was described 
as “Salvage,” which is a further indication of poor condition. We feel that the 
descriptions were adequate. 
This sale, at the very least, should be rated “fair.” 


BosTon-INVITATION B-96—55 or December 1, 1954 


Rated “poor” by GSA. 

Reasons.—(1) According to GSA, the description resulted in downgrading the 
property offered for sale by pointing out defects in the Gibson fork trucks. 

(2) GSA takes isSue with the practice of the Navy in deleting clauses from 
the standard form 114. As we explained to the committee on June 21, 1955, these 
deletions and the substitution of new clauses in their place is a matter of public 
interest, to which we now understand GSA agrees to some extent. 

(3) The use of clauses 24 and 25 is deemed objectionable by GSA. These 
clauses relate to labor practices; specifically to the 8-hour law of 1912 and non- 
discrimination in employment. Since the contract provides for delivery “as is, 
where is” the contractor is required to use its own personnel, or hire others, to 
effect removal. The Navy expects the contractor to adhere to the requirements 
of the laws and directives relating to labor. 

(4) GSA questions the use of a variation in quantity clause differing from 
that appearing in form 114. The difficulty with the standard clause is that it 
does not operate fairly to a contractor. If the Government believes it has avail- 
able for sale, for example, 100 asheans, and in reality has 300, it is probable that 
the contractor would have to take all of them at the unit price. The purpose 
underlying the revised variation clause is to protect the buyer by increasing his 
confidence that the Government will not overload him with undesired property. 
In the example given above the General Accounting Office, in considering a claim 
filed by the contractor, might conceivably interpret the standard clause very 
strictly and deny relief. If enough money is involved, the result would be a suit 
against the United States, with all its attendant expense. 

This sale should have been rated “good.” 


NorFoLK B—147-55 


Rated “poor” by GSA. 

Reasons.—(1) Lack of selilng know-how because the method of sale was clearly 
unwise. No elaboration of this broad generalization is given by GSA. There 
fore, we are unable either to agree or disagree with it. 

(2) The descriptions are considered inadequate by GSA, and, further, that the 
property was unduly downgraded. We do not agree. It should be noted that 
some of the property in this sale was disposed of on a “per each’”’ basis, while the 
rest was sold “by the pound.” At the hearing the subcommittee expressed inter- 
est in this method of selling property. Here the sale comprised in the main auto- 
motive spares. The Naval Supply Center, Norfolk, is the recipient of large quan- 
tities of this material trom overseas bases. Frequently the property is received 
in large containers without a list of the contents. Since the bulk of spare parts 
sold on this invitation were manufactured during the years 1940-45, and since 
they do not fit more modern vehicles, they bring little more than scrap prices. 
The cost of breaking down by manufacturer and part number would exceed the 
return. Attention is invited to the listing of some of the parts on an “each” basis. 
This was done after Norfolk screened the property and concluded that those 
listed “per each” had commercial application. 

The return on this sale was 7.5 percent of acquisition cost. In our opinion, the 
sale should have been rated “good.” 


Corpus Curistr SSL-8-55 


Rated “poor” by GSA. 

Reasons.—(1) Lack of selling know-how. 

_(2) Deseriptions are vague and inadequate. We do not agree with this criti- 
‘ism, Apparently GSA thinks that this was a sealed bid. As a matter of fact, 
this was a spot-bid sale. In such a case it is not desirable to employ full 
descriptions. 

We think that this sale should be rated ‘fair.” 
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PortsmMouTH B-66—55 

Rated “poor” by GSA. 

Reasons.—(1) Luck of selling know-how. In view of the fact that this general. 
ization was not made specific, we cannot agree or disagree with GSA. 

(2) The lotting was stated to be poor because the lots included unrelated items 
reducing values. We do not agree. This was a sale of automotive parts of 
relatively low value and the cost of segregating them by manufacturer would 
cost far more than any expected return. 

(3) GSA feels that the descriptions were only vague statements identifying 
conditions. We do not agree with this. The description was adequate in that 
it told prospective bidders that here was a miscellaneous collection of auto parts 
of certain types. In view of the fact that the expense would not warrant a 
further breakdown, we think in this instance that the description was adequate, 

It is interesting to note that the percentage of return on this sale was 106 
percent. 

This sale should be rated “good.” 


CLEARFIELD B—220—55 

Rated “poor” by GSA. 

Reasons.—(1) Lack of selling know-how. No specific reason was assigned by 
GSA under this heading. We assume that this should have been a spot bid, 
rather than a sealed bid sale. If that is the reason, we agree with GSA. 

(2) GSA feels that the property was unduly downgraded. In our opinion, it 
wasn’t downgraded enough. This property should have been sold as scrap wood, 
for that is all that it was. 

(3) According to GSA the acquisition cost was understated. We agree. 

This sale was correctly rated ‘‘poor.” 


Boston B-90-55 

Rated “poor” by GSA. 

Reasons.—(1) The lotting was bad because of the presence of unrelated items 
reducing value. We agree and feel that a better result would have been achieved 
had this property been broken down into smaller lots. 

(2) The description was criticized as being vague and inadequate. We agree. 

This sale was correctly rated “poor.” 


BAINBRIDGE B-22-55 


Rated “poor” by GSA. 

Reasons.—(1) GSA thinks that this was in general a very poor sale because of 
lack of selling know-how, particularly because the lots were too small. We agree. 
This sale should have been conducted on a spot bid basis. 

(2) (a) According to GSA, the added provisions conflict with those in standard 
form 114. Specifically, they indicate in red one sentence in the added clause en- 
titled “Adjustment for Variation in Quantity.” It should be noticed that the 
sentence so marked appears in precisely similar form in clause 8 of the standard 
form 114. 

(0) Also marked in red by GSA was clause 22, entitled “Interest Warranty.” 
It is the policy of the Navy not to sell surplus property to naval personnel, mili- 
tary or civilian. This is on the theory that the general public should get the 
first opportunity to buy and also to avoid any possible public criticism that those 
on the inside obtained the best property. 

This sale should be rated “poor” for the reason given in (1). 


New LoNDON—INVITATION B-72—55 


Rated “poor” by GSA. 
Reasons.—(1) The principal criticism is that the lots were too small. With 
this we are in complete agreement. 


CHARLESTON B-93-55 


Rated “poor” by GSA. 

Reasons.—(1) GSA feels that this property should have been sold by spt 
bid. We agree. 

(2) The usual generalities with respect to conflicting provisions are advanced 
by GSA. We do not agree. The provisions are not conflicting. 

This sale was correctly rated “poor.” 
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NAVAL ACADEMY B-—74-55 

Rated “poor” by GSA. 

Reasons.—(1) GSA feels that this sale should have been by spot bid. We agree. 

(2) Sales conditions are considered by GSA to be inappropriate for the 
property offered. The only condition to which they refer is clause 21, entitled 
“Adjustment for Variation in Quantity.” This is now a Navy standard clause, 
and has been for some years. This is the first time GSA has ever questioned 
its use. The purpose of the Navy clause is to protect both the Government and 
the buyer against accidental variations in quantity. 

This sale was correctly rated “poor.” 


New Lonvon B-71-55 
Rated “poor” by GSA. 
Reason.—GSA feels that this sale indicated a lack of know-how, principally 
because the lots were so small that a spot bid sale was justified. We agree. 
This sale should be rated “poor.” 


San JUAN B-13-55 

Rated “poor” by GSA. 

Reasons.—(1) Lack of know-how in offering property in too small a quantity. 
With this criticism we fully agree. 

(2) Conflicting provisions. There are no provisions in the invitation that 
conflict. GSA refers specifically to clause 19, entitled “Payment.” The Navy 
has deliberately deleted clause 5 of Standard Form 114. The reason for this 
deletion is that the standard clause 5 provides for the impositon of actual, as 
opposed to liquidated damages, in the event that the contractor should default. 
We explained to the subcommittee in the prepared statement that the computation 
of actual damages and the administration of that clause is administratively 
burdensome compared with the procedure obtaining in the collection of liquidated 
damages. Since we have been given to understand that GSA concurs with our 
views on the liquidated damages concept, we cannot accept this as a valid criti- 
cism. 

Because of reason (1) we concur with the rating “poor.” 


CHARLESTON B-—83—84—-85—86-87-89-90 aANp 103-55 


Rated “poor” by GSA. 

Reasons.—(1) Lack of know-how in that a spot bid sale should have been used 
and that the lotting was too small. We agree that the lotting was too small but 
do not agree that a spot bid should have been used. Typewriters are a com- 
mercial type of property which attract wide buyer interest. This should have 
been a sealed bid sale with larger lots to attract more out-of-town buyers. 

This sale was correctly rated “poor.” 
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WEDNESDAY, JUNE 22, 1955 


House or REepresENTATIVES, 
SUBCOMMITTEE ON Mitirary OPERATIONS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:20 a. m., in room 
1537, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present: Representatives Holifield, Riehlman, Lipscomb, and 
Griffiths. 

Also present : Michael P. Balwan, staff director. 

Mr. Houirtetp. The subcommittee will be in order. 

Good morning, gentlemen. 

Will each one of you gentlemen give your name and your title to 
the reporter so that he can properly keep his notes? 

General O’Keere. Bri Ges Richard J. O’Keefe, Deputy Director 
of Supply and Services, Teiedeneatens, USAF. 

Colonel Burerson. Lt. Col. D. G. Burgeson, Chief, Disposal Sec- 
tion, Directorate of Supply and Services, Headquarters, USAF. 

Colonel McCampsetu. Col. J. M. McCampbell, Headquarters, AMC, 
Chief of the Property Disposal Division. 

Mr. Hoxtrretp. General O’Keefe, you have a prepared statement? 

General O’Keere. Yes, sir. 

Mr. Hoxirmip. You may present it at this time. 


STATEMENT OF BRIG. GEN. RICHARD J. 0’KEEFE, DEPUTY DIREC- 
TOR OF SUPPLY AND SERVICES, HEADQUARTERS, UNITED STATES 
ATR FORCE; ACCOMPANIED BY LT. COL. D. G. BURGESON, CHIEF, 
DISPOSAL SECTION, DIRECTORATE OF SUPPLY AND SERVICES, 
HEADQUARTERS, UNITED STATES AIR FORCE; COL. J. M. 
McCAMPBELL, DIRECTORATE OF SUPPLY AND SERVICES, HEAD- 
QUARTERS, AIR MATERIEL COMMAND, WRIGHT-PATTERSON 
AIR FORCE BASE; COL. BEN J. PECK, CHIEF OF OPERATIONS 
GROUP, DIRECTORATE OF SUPPLY AND SERVICES, HEADQUAR- 
TERS, UNITED STATES AIR FORCE; AND LT. ANTHONY P. 
D’ANGELO, HEADQUARTERS, AIR MATERIEL COMMAND, SURPLUS 
MARKETING BRANCH, WRIGHT-PATTERSON AIR FORCE BASE 


General O’Krere. Mr. Chairman, and members of the committee, 
my statement will cover the information requested by the chairman 
In his letter of June 16, 1955, relative to the amount of surplus gen- 
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erated, an indication of the trend and a projection, and the trend jy 
percentage of return. 

Following my statement a member of my staff will discuss your 
request for information concerning disposal procedures and the extent 
of implementation of the recommendations contained in the 6th 
Intermediate Report of the Committee on Government Operations, 
83d Congress, entitled, “Surplus Military Property, Part I, House 
Report 1196.” 

n addition, he will comment on our reactions to the survey of 
Air Force sales invitations made by the General Services Adminis- 
tration; and also report on Project Spring Clean and Operation Clean 
Sweep. 

I would like to assure the committee that the Air Force recognizes 
the importance of an active, continuous, well-organized, and effective 
disposal program. 

The development of a sound and efficient disposal program must 
be based on four prime objectives, namely : 

1. The exercise of supply discipline to a maximum degree to insure 
that the disposal program is properly geared to the accomplishment 
of the Air Force mission. 

2. The continuous and timely removal of excess property from the 
Air Force inventory in order to attain a high degree of supply man- 
agement of that remaining property which is necessary to support 
Air Force operations. 

3. The diversion of excess property to other usage, better utiliza- 
tion of existing storage space, reduction of materiel handling, reduc- 
tion of the preserving operation, and finally, reduction of the admin- 
istrative costs incident to maintaining property which has no place 
in current and projected Air Force programs. 

4. The return of maximum scrap materiel to the industry. 

Motivated by these objectives, the Air Force disposal program 
demands continuous review of ail items in the inventory measured 
against projected Air Force operational requirements. This review 
is given the same emphasis and scrutiny as budget and buying 
programs. 

Since 1952, we have steadily increased the tempo of disposal activity 
¢o a point where it is now many times what it was during that period. 

For example, in 1952 our disposal activity expressed in acquisition 
cost was $167 million. 

The greater part of this property was sold to the public. We with- 
drew $8.8 million of this property for utilization within the Air 
Force; transferred $9.4 million to other military departments and 
Federal agencies; donated $2.8 million to health and educational 

institutions; and abandoned or destroyed $1.5 million. 
‘In calendar year 1953, our Seimaneanit ey amounted to $277 mil- 
lion, and in 1954 it totaled $575 million. 

For the first 4 months of this calendar year our disposal activity 
reached $275 million, and we estimate an additional $750 million for 
the remainder of the year. 

Coincident with the huge expansion of Air Force disposal activity, 
aggressive action has been taken to improve merchandising and sales 
techniques, in conformance with the recommendations contained ID 
the committee’s sixth intermediate report. 
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As you will recall, the committee’s investigation disclosed that there 
was an average return of 2.19 percent of the acquisition cost. 

Last year, the average return improved and for the first 4 months 
of this year the average has been 4.09 percent of the acquisition cost. 

This concludes my statement and I would like to call upon Colonel 
Burgeson to present information on the other areas in which the com- 
mittee has expressed interest. 

Colonel Burerson. Mr. Chairman, my statement today will in- 
clude Air Force procedures pertaining to the disposal of surplus prop- 
erty, a final report on project “spring clean” together with results 
achieved from the DOD project “clean sweep,” and comments con- 
cerning the extent of implementation on the applicable recommenda- 
tions contained in the Sixth Intermediate Report of the Committee 
on Government Operations, 83d Congress. 

Also, I will comment on the GSA analysis of Air Force sales invi- 
tations. 

As vou know, Public Law 152, as amended, contains the fundamental 
principles governing excess and surplus property. By this law, GSA 
is empowered to publish regulations concerning the utilization and 
disposal of surplus property. Within this framework, the DOD 
publishes directives and instructions pertaining to disposal policy. 
\ir Force implementation of these GSA and DOD policy directives 
are published in Air Force regulations and volumes II and XIII 
of Air Foree Manual 67-1. 

My office is charged, within the Air Staff, with the responsibility 
of monitoring the Air Force disposal program from a policy stand- 
point. As such, we have some responsibility in the development of 
DOD disposal policy, by providing representation to DOD work- 
ing groups. 

Mr. Banwan. Can you explain that a little bit better? If this is 
all we are going to get, I think it ought to be explained a little bit 
more. Just how big a staff do you have at headquarters in disposal ? 

How much time do you give it personally and what are your other 
duties ? 

Colonel Burceson. I have no other duties at the present time, Mr. 
Balwan. : 

Mr. Batwan. Except disposal ? 

Colonel Burcrson. That’s right, sir. I have working for me full 
time 2 civilian employees, 1, grade GS-12, 1, grade GS-11, and a 
newly assigned Air Force captain. 

Mr. Batwan. And how long have you been there? 

Colonel Burcrson. I have been there approximately 3 years, sir. 

Mr. Bauwan. And how much longer are you going to be there? 

Colonel Burcrson. I hope today is my last day, sir. 

Mr. Batwan. Do you go into disposal activity in the field from now 
on then? 

Colonel Burcrson. No, I have an assignment in the Strategie Air 
Foree Command in an operational capacity. 

Mr. Batwan. The Air Force will be losing a man of your ex- 
perience, 

Colonel Burerson. That’s right, sir. 

General O’Keere. I think we should qualify that, Mr. Chairman, 
by stating we actually don’t lose that experience. Records are kept 
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up today and of course there is a continuity in passing on that infor- 
mation in the form of records to his successor, 

Colonel Burgeson works under the direction of two other officers. 
His immediate superior is the officer in charge of this branch. _Dis- 
posal is simply a section of the branch and over him is Colonel Peck, 
who is our operations group Jeader and that continuity is retained, 
Colonel Peck will be with us for another year, sir. 

You see, our program is not dependent upon one person. If Colo- 
nel Burgeson was sick or killed in an airplane tomorrow our program 
would still continue. 

Mr. Batwan. I mention it only by way of a continuing interest we 
have where the military departments have rotation. I presume that 
Colonel Burgeson’s experience was in disposal in the field before he 
became a policy man in the Pentagon in headquarters. 

Colonel Burcrson. I had some disposal responsibility in the field 
at depot level in the Far East Air Force, sir. 

Mr. Batwan. Were you in the supply department ? 

Colonel Burerson. I had several jobs in the depot in the Far East, 
sir. Initially I had storage and inventory responsibilities. With a 
changeover in organization within the Far East I became a supply 
squadron commander, which had the overall responsibility for Oth 
administrative, administration of troops as well as the su aie activity. 

Then following a brief interlude in Korea, I came back as assistant 
director of supply at the headquarters level, and during the time that I 
was squadron commander I did have disposal as a responsibility. 

Mr. Batwan. You have a staff responsibility in the Pentagon as 
against the kind of line responsibility which is headed out of AMC 
which control supplies in the Air Force? 

Colonel Burcrson. That’s right, sir. 

The technical and administrative control of the disposal opera- 
tion is vested in the Headquarters of the Air Materiel Command. 

And the organization within that framework performing these func- 
tions is on a division level in the directorate of supply and services. 
The stature of the division is comparable to requirements, storage, 
procedures, and other like supply entities. 

The physical operation of disposing of surplus property is decen- 
wale By this I mean that each Air Force base and depot has 1 
disposal activity with a responsible disposal officer in charge. This 
officer is charged with the responsibility of compliance with existing 
regulations and directives in disposing of locally generated excess 
property. 

In addition, as noted above, technical and administrative guidance 
is provided by Headquarters AMC and AMC depots. 

As an item becomes excess to base requirements, it is reported by 
the Air Force base to the prime depot for determination of true USAF 
excess status by screening it against USAF and MDAP worldwide 
requirements. 

Mr. Batwan. That is a type of supply-demand control point. 

Colonel Bureeson. That is a supply-demand control point; yes, sir. 
Within the Air Force we have one point which is responsible for the 
initiation requirements, the budget preparation, the distribution and 


a portion of the storage for any orn category or subclass of supply, 


sir, and as such this prime depot has worldwide responsibility for any 


given item, sir. 
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Mr. Batwan. When an item which an operating base thinks is ex- 
cess to its own base requirements is reported to a prime depot, does 
that prime depot then check it against procurement schedules ? 

Colonel Burerson. That’s right, sir. They take a look at all im- 
mediate and projected requirements. 

Mr. Batwan. The disposal office in the prime depot is the same of- 
fice of procurement ? 

Colonel Burerson. No, sir. 

Mr. Batwan. How would that check? This is kind of an intra- 
departmental screening ? 

Colonel Burerson. That’s right. It is intradepartmental screen- 
ing from the Air Force base as reported to the prime depot to supply 
people, and the supply manager, the commodity manager, I might 
say, for that given item is the fellow who determines whether there 
isan Air Force requirement for that particular item some other place. 
Is that point clear now, sir ? 

Mr. Banwan. I think so. 

Colonel Burcrson. Upon determination that a true excess exists, 
the materiel is reported to the Materiel Redistribution Division, an 
agent of the DOD, for possible redistribution to other military de- 
partments. 

Materiel determined excess as a result of this operation is then re- 
ported to the General Services Administration for screening for pos- 
sible utilization within the Federal establishment. 

If, subsequent to this procedure, there is no requirement for the 
materiel, it is made available on a donation basis, to service educa- 
tional activities designated by the Secretary of Defense. 

Surplus is then made available to the Health, Education, and Wel- 
fare agency for possible utilization through donation to eligible 
recipients, 

At this point, the remaining surplus property is made available for 
sale to the public by the USAF. 

In the sale of surplus property, the prime concern of the disposal 
officer is the realization of the greatest financial return to the 
Government. 

In accomplishing this, the disposal officer utilizes the accepted sales 
methods. ‘The methods utilized and chosen after evaluation of the 
characteristics of the materiel and other influencing factors are sealed 
bids, spot or site bids, auction, retail and negotiated sales. 

Mr. Houirretp. On those different methods do you have a break- 
down as to how much of the materiel is sold in each manner? 

Colonel Burerson. I don’t have an overall breakdown, sir, right 
here with me. 

Mr. Hoxirteip. Do you use the auction method or the retail method 
toany great extent ? 

Colonel Burerson. We have had some 20 auction sales, yes, sir, 
within the past year in the Air Force. We utilize the auction sale 
where we have large accumulations of property which would have 
wide civilian utility and as a consequence much interest. 

Mr. Hotirretp. What has your especial experience been in that field ? 

Colonel Buregson. It has been very good, sir. We have realized 
considerable amounts of returns over and above what we have previ- 
ously experienced in sealed-bid types of sales which we have almost 
always resorted to previously. 
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Mr. Hotirtecp. What size are these sales? Do they run into several 
million dollars? 

Colonel Burerson. Yes, sir; we have done some experimenting. 
The smallest one that comes to my mind was $300,000 and that was only 
a local sale, sir, and I believe—correct me if I am wrong—$13 million 
is the largest one we had. 

Jolonel McCamprety. We had a larger one than that, 19 or 2 
million dollars from one of those sales. 

Mr. Ho.irrevp. This was general material of all kinds, common-use 
items # 

Colonel Burcrson. I believe, Mr. Chairman, that the $20 million 
sale included common items as well as some items which would nor- 
mally have been sold by sealed bid at other places. 

Mr. Ho.irretp. In the general’s statement he noted that you are 
now getting approximately 4.09 percent of acquisition cost. 

Colonel Buresson, Yes, sir. 

Mr. Houtrrevp. Do you have any records as to what you achieved 
in these auction sales? 

General Burceson. I believe our latest records, sir 

Mr. Howtrretp. Are you touching on that later in your statement! 

Colonel Burerson. No, sir; I am not touching on it. 

Mr. Batwan. Could you provide the committee with that material 
though ? 

General O’Kererr. We have the figures for the first 4 months. 

(Portions of the 4-month figures follow : The total figures are in the 
files of the subcommittee :) 
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‘citi s po. | Percent} | rrat eo. |Percent 
Location Date | Acauisition | Grose re | gross | Costs NG fest mek 
a P'S | returns) PYS | return 
Ee eee ene eee eee nen eee a ie a a 
| | | | | 
McClellan AFB..-.. | Mar. 13, 1964..-...--. $299, 470. 86 $36, 204.88) 12.08) $1,416.00 $34, 788.88, 11.61 
Cheli AFD_.........| Apr. 6, 7, 8, 1954___..| 3, 398, 930. 05 335, 772. 20) 9. 87| 26, 722. 79 309,049.41) 9.09 
Tinker AFB___.--..| June 12, 1954_....-.-| 2, 533, 436, 02 151, 157. 30 5.96) 13, 384. 02 137, 773,28) 5.43 
Kelly AFB_._- ..| June 14, 15, 16, 1954..| 7, 863, 961. 84 362, 026. 78 4.60} 6, 129. 63 355, 897. 15 4,52 
McClellan AFB__.-.| June 19, 1954......--| 512, 855. 70) 58,342.95) 11.37; 1,068.00) 57,274.95) 11.16 
Wilkins AFD July 21, 1954......_._|13, 973, 053. 21/725, 358. 40 5. 19) 1) (4) (!) 
McClellan AFB___.| Aug. 7, 1954--..- | 556,024. 23) 49, 934. 50! 8.98) 1,748.04) 48,186.46) 8.67 
Cheli AFD_.....-..| Aug 31-Sept. 1, 1954_| 6, 600, 000. 00 633, 167.14) 9.59] 8, 101. 82 625,065.32, 9.47 
Kelly AFB _....| Sept. 13, 1954... -|22, 156, 125. 22 563, 768.51/ 2.54! 7,010. 75.556, 757.76, 2.51 
Brookley AFB__..-- | Sept. 21, 1954...---- 530, 423.71, 36, 807. 00) 6.93; 4, 708. 86) 32, 098. 14 6.05 
McClellan AFB_._.| Sept. 25, 1954........| 482, 432.82) 40, 222. 83 8. 33 767, 89) 39, 454. 94 8. 18 
Mallory AFD._...--| Oct. 1, 2, 1954. ...--- | 3, 651, 881. 94 402, 572. 50! 11. 02! 14, 173. 50 388, 399.00} 10. 64 
McClellan AFB_...| Nov. 13, 1954........| 903, 841. 78 102,638.50; 11. 35) 838. 00|101, 800.50, 11.26 
Cheli AFD. ..._--..| Dee. 9, 10, 1954.___-.| 2,594, 683, 28 382,190.16} 14.73] 8, 245. 06/373, 945.10} 14. 4l 
Kelly AFB___._....| Jan. 18, 19, 1955- ....|10, 378, 404. 63 368, 070. 58) 3. 6) (4) | (') (') 
Cheli AFD___.....-] Feb. 24, 1955__._-.--|11, 235, 715, 22 984, 855.29} 8.78] 7, 537. 76.977, 317.53) 8.70 
Brookley AFB__..-.| Mar. 2-3, 1955._..--- | 3, 127, 732. 69,124, 798. 74) 4.00} 6,390. 95, 118, 407. 79 3,79 
Mallory AFD-..-- | Mar. 17-18, 1955.....| 3, 539, 276. 98 123, 951. 28 35 6) | (') 
Kelly AFB__.......| June 7-8, 1955_._...-|15, 044, 640. 15 436, 529. 38 So G) petty 
| (i) 


Maliory AFD-....- _| June 16-17, 1955.....| 2, 222, 423. 75,228, 756. 00; 10.29, () (4) 


1 Finalized report not received. 
Norte.—Cost includes auctioneer’s services, labor, material, and advertising. 


Colonel Burerson. For the first 4 months of this year, sir, under 
the sealed-bid type of sale our average was 2.98 percent. Under the 
spot-bid type of sale, sir, it was 4.66 percent. Under the auction sale 
it was 8.9 percent, and under the retail sale 7 percent, sir. 

Mr. Houirie.p. What is your so-called retail sale? 
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Colonel Burerson. Retail sale, sir, is very, very limited. Some 
of the things that are sold under retail are kindling woods from 
reclaimed box factories, containers, packing boxes. 

Mr. HouiFtetp. You just set a price on those and first come, first 
served on that. 

Colonel Burerson. That’s right, sir. That is the only sale in the 
Air Force that is open for Government employees and Air Force 
personnel, military personnel to participate in. 

Mr. Batwan. What is your spot-bid procedure? 

Colonel Bureeson. A spot-bid sale, sir, is generally where the accu- 
mulations are relatively low, where they have immediate area interest 
because of the quantities generated and they do have high civilian 
appeal. 

Mr, HouirrevD. Those figures are quite startling between your sealed 
bid, approximately 3 percent and 8 percent at auction and your 4% 
percent on spot bids and 8 percent on auction, which is almost double. 
Would that apply to the same type of goods # 

Colonel Burceson. No, sir. 

Mr. Houtrretp. Would your auction-type of goods be more in the 
line of automotive stock and construction machinery and that type 
of thing, furniture? 

Colonel BurGrson. Yes, sir; it would. 

Mr. HouiFreLD. In other words, it would have a more general con- 
sumer use and more of a consumer appeal ? 

Now, what type of material would you have in the spot bid 
ordinarily ? 

Colonel Buresson. Spot-bid sales, sir, would be furniture, stoves, 
refrigerators, some hand tools, power tools. 

Mr. Houirrevp. That seems to be about the same type of goods that 
you would auction. 

Colonel Buregson, Yes, sir. 

Colonel McCampse.t, The difference is in your size of the sale. 
You may only have a couple of refrigerators. 

Mr. Houirtevp. It would not warrant an auction. 

Jolonel McCamrsety. That’s right, sir. It is a poor man’s auction, 
you may say. 

: or See What type of material would be in your sealed 
ids ¢ 

Colonel Burerson. Our aeronautic, electronic, and other types of 
technical equipment such as would not bring too much more than 
scrap value, usually, sir. 

Mr. Hoxirreitp. That does not include your scrap though, does it? 

Colonel Burerson. Our scrap is sold by sealed bid; yes, sir. 

Colonel McCanpsett. It is separate. 

Mr. Hoxirterp. Is it converted scrap? For instance, is it an air- 
frame or would it be converted, compressed ? 

Colonel McCampsBe.y.. No; it is not baled in that manner. It is 
segregated at the source of generation. For instance, the mechanic 
is taking off parts, he’d throw the brass in one barrel, the aluminum 
in another barrel. When it goes to the scrapyard that is dumped in 
the bin, segregated for scrap, aluminum, and so forth. 

Mr. Hotrrretp. And that is sold on a sealed-bid basis, is it? 

Colonel McCampsety. That’s right. 
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Mr. HouirreLp. On a pound basis, I suppose. 

Colonel McCampse.y. On a pound basis. 

We also use a period-of-time contract. In other words, we will 
set up a contract for some man to take all the scrap of this type we 

enerate over a 3-month period, say. That cuts down our admin- 
istrative cost, of renegotiating the contracts each time we have 4 
generation. 

Mr. Hoxirmip. And their bids come in on that? 

Colonel McCamppe. Yes, sir. 

Mr. Houirtetp. Competitive-bid sale! 

Colonel McCampse.t. Yes, sir. 

Mr. Batwan. On the spot bid sale, what kind of material did you 
say you have on that? 

Colonel Bureeson. Minor accumulations, Mr. Balwan, of commer- 
cial types of property or perhaps property which has wide civilian 
utility, and items similar to furniture, refrigerators, stoves. 

Mr. Batwan. We have a sale here, a spot-bid sale at Gadsden, Ala., 
advertised on January 10, a spot bid, and they are selling plywood 
box sections, 726 square feet, plywood box sections, quarter inch, used, 
estimated weight 4,400 pounds. 

This whole thing is iced to spot bids. I’m just wondering in 
what way the headquarters could order the spot-bid sales to tell the 
man in the field that this may not be a spot-bid sale. 

Colonel Burcrson. Well, sir, the headquarters itself does not. Now 
if there is any question—of course Gadsden is an Air Force Depot— 
if there is any question as to method of sale, they would receive 
technical advice from the air materiel area in which the base was 
located. 

Mr. Batwan. You write the regulations? 

Colonel Burcrson. That’s right, sir. The administrative and tech- 
nical control is exercised by AMC and AMC depots, sir. 

Mr. Batwan. The thing that strikes me on this spot-bid sale is that 
it is pretty hard to tell at least from the physical form of the adver- 
tisement from a regular sealed-bid sale. The form is the same except 
for the words “spot bid” here. Could you tell the committee what 
else is different about this? 

‘eB McCampsety. Lieutenant D’Angelo, would you answer that, 
ease 
te Lieutenant D’Ancexo. I believe what you have here is the old form 
for the spot-bid sale. That is not being used. We have a format 
right now that says clearly on the face the limitation. It says spot- 
bid sale and it can have pictures on it. It is not the standard form 
114. 

Mr. Batwan. You must have changed within the past few weeks or 
month. 

Lieutenant D’Ancro. No, sir; this was, I think back in November. 

Mr. Bauwan. January 10, 1955. 

Lieutenant D’Ancerxo. I think it is slow on the pickup. When we 
get these types of sales for spot bids in the headquarters we go back 
and tell them about it. 

F Mr. Banwan. There is a big difference between this spot bid and 
iis. 
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You’ve got the same rules and regulations that a spot bidder has to 
look at as you do on a sealed bid. in fact, this one has more regula- 
tions in the spot bids than the sealed bid has. 

Lieutenant D’AneeLo. This is the incorrect. format, sir. 

Colonel McCampsetn. That is clearly an error on the part of the 
Air Force base in submitting it. They should not have done that. A 
spot-bid sale is supposed to be extremely streamlined with a minimum 
of administration, where the man can come up, look at the property, 
put his prices he offers down and drop it in a box similar to this, and 
that box is opened the next day and award is made. 

Mr. Batwan. How much time do they have for inspecting the prop- 
erty in a spot-bid sale ¢ 

Colonel McCamrseLn. Generally 5 days, I believe. 

Mr. Barwan. And what is the difference in the distribution of the 
people to whom you send the invitations ? 

Colonel McCampsetsn. Spot bids are generally local. However, 
anybody can request notification of it, but usually it is not done. 

Mr. Batwan. Is it not true that the biggest difference between them 
is the fact that no deposit is required on the spot bid? 

Colonel McCampne.u. That is one difference. 

Mr. Batwan. Mr. Chairman, when the Riehlman committee went 
around at Warner Robins they found nearly everything that was not 
scrap or salvage was being sold on a spot bid. ‘That included aero- 
nautical materials, automotive parts, very likely. You would find 
various commodities on there. 

And the absence of the deposit—the absence of the requirement to 
have a deposit—enabled a buyer in New York City to perform his 
buying function without the commitment of a deposit. In other 
words, a buyer in New York City, if he heard of a spot bid going out 
at Warner Robins, could tell a local operator to put a bid on that 
“there is none of my money tied up” and that man could buy better 
for an absentee bidder some place. 

Colonel McCamppett. We are now making a study. It is not 
vompleted. It is being presented to our legal people and our procure- 
ment people, as to the necessity for a downpayment or the amount 
of money to be laid down prior to a sealed-bid sale. 

We are wondering if that serves any useful purpose and whether 
or not we could get a higher return if we omitted that requirement 
for a downpayment or a deposit. 

Mr. Barwan. On the sealed bids? 

Colonel McCampsexti. On the sealed bids we would, as well as all 
sales. Therefore, we would do away with the deposit on all types 
of sales, Now that is under study and we will have to let our legal 
people get into it to see whether or not the Government would have 
sufficient protection. 

Mr. Batwan. And this is an Air Force study? 

Colonel McCampsett. That is an Air Force study; yes, sir. 

That is underway at this time. 

Mr. Hoxirrevp. Aren’t you afraid there would be a lot of people 
that would bid without responsibility and then tie up the material 
by having you allocate it to a high bidder who was not responsible ? 

Colonel McCamrsety. That is a possibility and that is the reason 
why we have the undergoing study, to see what the calculated risks 
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would be on that. Whether or not that could be controlled through 
barring them from future sales and things of that nature. 

Lieutenant D’ANcxrLo. I have one more thing, sir. We also pro- 
pose if we don’t require a bid deposit for sealed bid sales that a bid 
deposit will be required within a specified period of time from the 
successful bidder. Therefore, we still have recourse to the successful 
bidder and we will eliminate all the man-hours expended in returning 
the money that we have taken now from unsuccessful bidders. We 
still will have that requirement. 

Mr. Houirretp. And under that basis you could take 1, 2, or 3 in 
line of bid and if it happened the first man did not put up deposit 
immediately after he was awarded that why you’d give it to the second 
bidder and on down until you did get a deposit. 

Lieutenant D’Aneerno. That’s right, sir. 

Mr. Batwan. Does this study conflict in any way with the require- 
ments of the General Services Administration ¢ 

Colonel McCampset.. That is being considered in the study. That 
is the thing that we are undergoing. We will get an AMC position 
on this, considering discussions with our legal department and our 
procurement contracting specialists. 

It will then be presented to headquarters, USAF, for their con- 
currence and approval. It will then go to DOD and subsequently 
to GSA. 

Mr. Batwan. Did the leadership or the idea for this come from 
headquarters ? 

Colonel McCamrsrty. No, sir; that was generated by our people in 
the field. 

Mr. Bauwan. Or from the GSA? It did not come from them? 

Colonel McCamrsety. No, sir, it was initiated on the part of the 
pore operating the business. 

r. Houirrevp. General, this 4.9 average, 4.09, I believe it is, 
average—-— 

General O’Keere. That’s right. 

Mr. Hottrtevp. Does not include airframe and scrap; does it? 

General O’Keere. Yes, sir; that is the total value. 

Mr. Horirreip. That is the total value? 

General O’Krerrer. Yes, sir. That is the total average return for 
that period. 

Mr. Batwan. I have a question on the scrap part of that, Mr. Chair- 
man. How do you compute your return on scrap? 

General O’Kzrre. Well, it is simply done in the form of dollars. 
We know what property we have expended on acquisition cost. 

Mr. Bauwan. Well, you take an airplane frame which cost, say, 
couple of hundred thousand dollars, but which has a metallic value of 
$200 and you figure a percentage return on that? 

Colonel McCamrpsett. No, sir. We figure what we get for the scrap 
as its acquisition cost. 

Mr. Batwan. You get 100 percent return on scrap. 

Colonel McCampsrin. Yes, sir. 

Mr. Batwan. Do you see what I means? This scrap is figured 0 
here and if they get $200 for scrap that means they figure that that is 
the value of the scrap, $200, so all the scrap vies are 100 perceit 
factors in the averaging which works in reverse so that if you take 
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scrap sales out, actually your return goes down rather than your return 
goes up. ; 

Lieutenant D’ANnaexo. No, sir; that is not the way we figure it. 

It is not weighted on that basis. Scrap is not figured as a hundred- 

ercent return and weights the return up. That is what you mean, 
isn’t it, sir? 

Mr. Batwan. The 4.9 includes scrap. That is the only way it 
can work. 

Lieutenant D’ANncELo. It does not include scrap in considering the 
present percent of return. 

Colonel McCampse.u. In other words we figure out the scrap when 
we make up that percent of return. 

Lieutenant D’Ancexo. It does not weight it. 

Mr. Batwan. You take in 1 column the acquisition cost of all the 
material, right, and on the other side all the proceeds of returns and 
you get a percentage between the 2. 

Lieutenant D’Aneexo. Looking at it from your basis we do not 
figure scrap in that percentage. 

Mr. Bauwan. So scrap is not in that figure. 

Lieutenant D’Ancexo. That’s right. 

Mr. Hottrteip. All right, now we assume then you keep a separate 
item upon your scrap. 

Colonel McCampsety. That’s right. We keep a separate item. 

Mr. Hottrreip. So your 4.9 would refer to acquisition cost. of items 
sold. 

Lieutenant D’Aneerxo. That’s right, sir. 

Mr. Hotirterp. That is not a very good recovery, is it? 

Four percent ? 

Colonel McCamrsetu. If the problem is with the large high value 
cost of such things as radars, identify friend-or-foe equipment, pro- 
pellers, landing gears, fuel sales of which there is no possible use 
outside of the actual airplane that it was designed for—- 

_ Mr. Batwan. And which you people feel there is no actual use for 
in the commercial world ? 

Colonel McCamrse.,. We do our best to find uses for it, but we have 
very few takers on it. 

Mr. Batwan. You have no idea what the man who pays 4 cents on a 
dollar for a generator will get for it or whether he has an outside 
market for it. 

Lieutenant D’Aneexo. May I say this, sir. We ran a survey on the 

electronic property. We contacted the end users of this property, 
the manufacturers of sets and such as that, to see if they would be 
interested in the property. 

Perhaps we cata used it through the right channels of advertising 
to get to them. | 

Mr. Batwan. You contacted the manufacturers? 

Lieutenant D’Anceto, That’s right, sir. The replies were all just 
about the same. The kind of property that you sell must be inspected 
before we can use or before we can resell it, and that the cost of inspec- 
Ban, ane rehabilitation of the property exceeds what we would pay 
or it, 

_ Mr. Batwan. It is no problem for the Air Force to enter into that 
kind of activity ? 

Lieutenant D’Anorto. That’s right, sir. 





444 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Howirretp, We recognize that the type of things you have to 
sell have a tremendous obsolescence, more so particularly when you 
get into electronics and aircraft, much more so than in the common- 
use items, but even in your common-use items, why your recovery seems 
to be pretty low. 

Colonel Burezson. Mr. Chairman, if I may, I have some figures 
here taken from 1954 for a 3-month period which I believe will clarify 
this. In aircraft engines alone we Zisveed of engines with an acqui- 
sition cost of some $850,000 which was 2.64 percent of the overall prop- 
erty value disposed of during this period. 

Mr. Batway. Is that a stripped-down engine or is that an engine 
operable? 

Colonel Burceson. That would be engine and spare parts, sir. 

It probably would be in irreparable condition that would require 
major overhaul prior to being used. 

Our return was 3.13 percent. Aircraft parts of a value of $16,922. 
000 was sold which was 52.43 percent of the total sold during that 
period. 

The percentage return was 1.8. Against that clothing and textiles 
of $1,400,000 sold which was 414 percent of the total property sold, 
sold at a 16.82 percent return. Another example is nonpowered hand- 
tools, $548,000 worth being sold which was 1.7 percent of the total 
property sold. 

Mr. Batwan. What kind of handtools? 

Colonel Burerson. Nonpowered handtools. 

Mr. Batwan. Screwdrivers, hammers ? 

Colonel Burcrson. Hammers, pliers. Our return was 28.39 per- 
cent on those items, sir. We figure that between aircraft parts and 
electronics they comprise nearly 60 percent of all the property that 
we sold during that period and the terrific amount brought down the 
average return, sir. 

Mr. Batwan. That is a specialized product, then? 

Colonel Burceson. That’s right, sir. 

Mr. Batwan. It is very difficult for you people to sell. 

Colonel Burarson. Yes, sir. Does that clarify that, Mr. Chairman! 

Mr. Houtrietp. That’s right. You may proceed. 

Colonel Burarson. The Air Force is continually striving to im- 
prove its management and merchandising methods. As an example, 
one of our significant advancements toward better marketing has been 
the establishment of the National Bidders Control Center of AMC 
which is a centralized system for maintaining the names of prospective 
bidders on surplus Air Force property. 

Through its use, we have assured maximum distribution of Air 
Force sales notices to all interested bidders, thus bringing about max'- 
mum competition and higher return. 

In addition, to assure the competence of the disposal officers in the 

rogram, the USAF has established a Property Disposal School at 
Fil Air Force Base, Utah, to train personnel newly assigned to the 

isposal problem, and to retrain personnel in the field with the moders 
concepts and approaches in disposing of surplus Air Force materiel. 

At this time with the committee’s permission I’d like to get into the 
recommendations. 

The first recommendation I have is entitled “Merchandising.” 





upon 
and | 
and « 
try a 
Com 
Se 
fect? 
relati 
Th 
techn 
dising 
ernm 
Mr 
tatior 
the a 
Co! 
Mr. 
ulatic 
Col 
asa | 
partir 
Thi 
Manu 
questi 
Mr. 
Camp 
Way ] 
Is it « 
Col 
callin, 
sidere 
(Th 
p. 663 


Mr. 
graph 
Col 


sales, 


Mr. 


nan! 


) im- 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 445 


While it is true the subcommittee is not in a position at the present 
time to make a final recommendation concerning the advisability 
either of continuing present sales methods or of adopting radically 
ditferent methods, it feels that the very minimum that can be done is 
to take immediate corrective action with respect to the obvious short- 
comings of the existing disposal system. 

Our comment to that, Mr. Chairman, is during the past year 
considerable progress has been made by the Air Force in the utiliza- 
tion and disposal of surplus personal property. A new merchandis- 
ing plan adopted in the summer of 1954 under the monitorship of 
the Office of the Assistant Secretary of Defense spelled out from 
previous disposal experiences by the military departments and from 
studies of similar activities in private industry and business, the best 
disposal methods to employ as applicable to various property. 

The plan set forth in detail new merchandising techniques based 
upon many conferences and meetings not only between the civilian 
and military personnel of the respective military services, the GSA 
and other governmental agencies, but with representatives of indus- 
try and business as represented on the DOD-GSA Industry Advisory 
Committee. 

Scrap consultants from industry have also been utilized to an ef- 
fective degree in our overall disposal program and have had a direct 
relation in our merchandising plan. 

The new procedures have resulted in more uniformity in disposal 
techniques through the use of sound businesslike methods of merchan- 
dising and a corresponding increase in monetary return to the Gov- 
ernment. 

Mr. Batwan. Could you supply the committee with documenta- 
tation of this to show us in what way you have more uniformity than 
the general statement that you have here? 

Colonel Burgrson. I don’t have that with me, sir. 

Mr. Batwan. Is there something in existence in the form of a reg- 
ulation or in terms of results that you have? 

Colonel Burggson. Yes, sir; the merchandising plan was published 
as a Department of Defense directive entitled 4160.4. It is the De- 
partment’s merchandising plan, sir. 

This particular plan and its contents were published in Air Force 
Manual 67-1 as guidance to the field, sir. Does that answer your 
question ? 

Mr. Batwan. Not quite. In what way has it affected Colonel Mc- 
Campbell’s operation? I’d like to ask you that question. In what 
way has this new directive or regulation affected your operation? 
Is it different from the one that existed before that time? 

Colonel McCamrsett. We have studied that, revised our manual 
calling attention to different types of bidding, what should be con- 
sidered in setting up their merchandising plan. 

( he material referred to appears in the appendix-as exhibit C. 
p. 663.) 

Mr. Batwan. You are talking about scrap in this particular para- 
graph here ? 

lonel McCampsett. Not only that, other things too, spot-bid 
sales, auction sales. 

Mr. Batwan. How about on scrap itself? 
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Colonel McCamppein. On scrap itself, yes, we have documented 
evidence on that. The scrap consultant we hired went. out and went 
to each base. 

Mr. Batwan. Who was this? 

Colonel McCampsety. This was Mr. Outman who worked for the 
DOD on special contract up there. We hired him down at AMC. He 
visited our bases, he made a detailed report of each Air Force depot. 
We took his recommendations, broke them out. 

Mr. Batwan. What are they in essence; can you tell us? 

Colonel McCampspety. Yes; he commented about several things. 
One thing was about the segregation of scrap at the source, how we 
could increase the efficiency of segregation and he also mentioned the 
location of areas for our scrap policy, the need for scales to weigh the 
scrap and how we could increase our efficiency of operation that way, 
how we should deal with scrap dealers, things that we were de- 
militarizing that was costing us money that we should be in a posi- 
tion to stop demilitarizing which we did take action on and we issued 
orders this is no longer required to be demilitarized, we are wasting 
money here. So we did get considerable assistance from this con- 
sultant. 

Mr. Batwan. What have been the results of this assistance! 

Colonel McCampsetu. We have stopped demilitarization of certain 
items. We have told the bases to put in their scales to be located 
at the proper places. We have funded for the scales through our 
P-400 fund and generally he has assisted them in setting up their 
segregation areas at the maintenance source and things of that kind. 

Mr. Batwan. What was your return for scrap in fiscal 1954? 

Lieutenant D’ANGeto. In dollars? 

Mr. Batwan. In dollars. 

Colonel McCampsett. We would have to get that information for 
you. Wedon’t have it at hand. 

Mr: Batwan. Would it exceed $10 million ¢ 

Colonel McCampsett. I don’t think so. We are large generators of 
scrap but I would hesitate to offer a figure. 

Mr. Batwan. Are your expenses for conducting sales limited to 
what you can get from the proceeds of scrap sales ? 

Colonel McCampsety. No, sir. It dosn’t break out like that. We 
utilize money that we get from scrap to anything to promote the 
disposal program. I mean the money that we get from scrap would be 
to set. up a conference, bring people in to set up a general conference, 
and it would not only include sales but it would also include such 
things as determination of where your excess exists. : 

That money from scrap sales goes to assist in that part of the admin- 
istration of the program. 

Mr. Bauway. In any kind of sale, let us say, a sealed-bid sale that 
you get $5,000 from, does that go to miscellaneous. receipts, the total 
amount ? . 

Mr. McoCampnett. I don’t know. 

Colonel Burcrson. I didn’t hear your statement, Mr. Balwan. 

Mr. Batwan. If you have any kind of sale, sealed-bid sale from 
which you get proceeds of $5,000, does the $5,000 go to miscellaneous 
receipts ? 
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Colonel Burerson. The $5,000 would go to miscellaneous receipts 
unless it was exchange-sale property or unless the scrap was salvage 
which would go into the special] fund, sir. 

Mr. Batwaun. Or if it were stock-fund property. 

Colonel Burerson. Or stock-fund property ; yes, sir. 

Mr. Batwan. And what percentage of your total sales today are 
stock-fund-property sales? 

Colonel McCampse.y. The Air Force only has clothing and I be- 
lieve fuel set up on a stock-fund basis. We are going into stock-fund 
operation more extensively later, but right now we only have the two 
commodities, clothing and fuel, under stock fund. 

Mr. Batwan. Mr. Chairman, just for the record I’d like to suggest 
that the subcommittee ask for the total expenses the Air Force has 
in connection with disposal sales, or is that in your large summary 
that you have there? 

Colonel Bureeson. That is not in our large summary. 

Mr. Batwan. Do you have it anywhere? 

Colonel Burcrson. We can develop it, sir. 

Colonel McCamrsets. We will try and bring up that figure. I feel 
we can figure it and get the figure that you wm. 

(The material referred to follows :) 


Analysis of net return from sales of surplus property 
1. AUCTION SALES (ZONE OF INTERIOR WIDE) 


Acquisition Gross return Sales 


cost expenses Net return 


—_— —— 


$14, 608, 652 $043, 501 $48, 719 $894, 781 
96, 996, 662 5,204,423 | (i) 0) 
----| 111, 605, 314 6, 147, 124 | (*) () 


ee _ 


2. SPOT BID SALES (ZONE OF INTERIOR WIDE) 


"a | 


Fiscal year 1954... en Rae tal $23, 088, 700 $822, 242 | $13, 723 $808, 579 
Fiscal year 1955 | 41, 554, 575 2, 156, 206 35, 987 2, 120, 219 


| 64, 648, 16 | 2, 18,48 | 49, 710 2, 928, 738 


1 Sales expense and net return for auction sales conducted during 1955 are not complete since collection 
and delivery action of material is still being accomplished against recent sales. (See tab B.) It will be 
noted however, in this enclosure that the average expense for sales conducted during fiscal year 1955 is 
approximately $6,000 per sale as opposed to approximately $9,800 per sale in fiscal year 1954. 


Nots.—Inasmuch as sales expense information was not available from each base conducting spot bid 
sales; expense data as experienced by Tinker Air Force Base, Okla., is submitted as representative of spot 
Sy hae] conducted by AMC depots and the percentage of sales expense to gross return has been projected 
in the above report. 


8. SEALED BID SALES 


The net expense incurred by the Air Force in disposing of its surplus prop- 
erty by this method of sale is not currently available on a nationwide basis. 
Further, the large amounts of scrap and waste materiel sold by this method make 
the determination of valid acquisition costs extremely questionable because 
of the unidentifiable manner in which materiel is received into the disposal 
operation. In addition the costing of the Air Force operation is hindered by 
the fact that many of the costs of the operations are indirectly chargeable 
to overhead and cannot be isolated to a particular phase. However, a concerted 
effort was made at Tinker AFB, Okla., to compile a summary of their sealed bid 
sale history. This summary (attached as tab A) was established through ex- 
tensive research and reconstruction of voluminous records and is submitted 
aS a sample of sealed bid sales expenses and net returns. 





ee Se ae eee wee, 


09 “SOI 68 ‘SIS “6E “Ite ‘9 $0 “19% “L98 ‘ZS |-9Z-Go-8-109-FE | ~~ ; “Se6t ‘9 ABW 
08 ‘et Sa 4 ee ro SLL ‘SOL ma ~“$G-So-S-109-FE | Ee ~“““S961 ‘Of “ABIN 
10 ‘Zt9 ‘s 1g “62E “EO” ~ €6-9-S-109-FE P : “""-“@C6L ‘ST “ABN 
re. TIL ‘bl "996 ‘IS 00 ‘0€% ‘61 ‘& |~ZzZ-S9-S-109-FE “="9O6L ‘QT “IB 
} S18 ‘6 68 "220 ‘##% =|“ 1Z-9E-S-109-FE | - : "S961 “FT “IBN 
"S89 ‘66 “0C-9S-S-109-¥8 |----- a ae “-"-""QG6I ‘g “IBN 
"198 “eg ~seneeenene=""1"61-99-8-109-86 ae Sr eee ee 
"FOL CF ~senes=ee=="1"81-90-8- 100-96 |~“~~-~~" - e S961 ‘F “99a 
"BLP ‘02 £0 ‘020 ‘9Zb ‘Z |“ LI-GO-S-100-98 [~~~ "o-7o Too 7 S96 “8 “Gea 
ee co a ““""GC6T ‘oe “UBS 
| 22298 ‘IE “¢I-9¢-S-109-48 |------ SS en ee 
ad ~--| “pI-Go-8-100-¥8 | ~~~ “so< i ee See 
16 "296 ‘9e8 | -€T-9o-8-109-4E |----- ~aee = oa er a oe 
oa --!"T]1-GG-8-109-$8 |---~~ 
0O'RLT ‘OIE —|“O1-99--100-¥8 |~~-~~-~ ~~~ =~ - = 7-797 * =" OE“ “08 
990‘8L 0 f-- ==> 7-7" >" 1° 6-10-88 | : “AON 
ZI8 + 00 ‘Seo ‘98T |~-8-Ge-S-109-48 een net 8 St o> oe en 
"806 ‘69 = | a ae oe ~~~ 7 "7" "FRET “6S “220 
"oz8 ‘sh | ~=-="1""9-90-8-T00-$6 |~"~~--- ‘ere me, 
2g "S80 ‘2 Il G82 ‘BEG |" -S-GS-S-109-FE nonengr~ Sarees -*Br 8” ae ae ee 
ae "| 7"-99-S-100-4 es? ee. ee #961 “OT “3des 
88 “69¢ ‘9 10IIg ‘Ost |-"&-Ge-S-109-#8 |--- ~~ "77ST #96T “2 “3deg 
“"| £8 66I ‘69 ~~ |" "S-S-S-109-FE | ae “-"" #861 “9G “BN'Y 
€€ ‘PLT ‘OI ‘C20 ‘ ~"[-So-S-109-48 x “7777 #96r “or Amr 
| 18 92T “OL “S-49-S-109-FE 
69 “ELF ‘9 |” 1Z-#S-S-109-48 
ewe fe |" 02-#6-S-109-48 
| 29 °612 ‘II 61-*S-S-109-¥€ | 
| OL L¥0 ‘29 “SI-#S-S-109-48 
169 % ‘916 ‘08S = | “LI-#8 -S-109-F8 | 
80 “69% 4 : “QI-#8-S-109-F8 
98 ‘680 ‘YT "L6E ‘ZS |“ SI-#S -S-109-48 
| 18 64S ‘Lb b1-#6-S-109-FE 
ee 2 ‘8g ‘0 | “SI-¥8-S-109-F8 
~~"! Z1-4S-S-109-46 | 
‘ZBL ‘299 ‘E | 1I-#6-S-109-4€ 
"OSL “SEL ‘T |" OT-#6-S-109-FE 


sald 
ON 

ios 
SSR8 
I gVsg 
= 


sESRES 
Sasges 


% 


te 
ee 


2588 
ESS 


e 


PROPERTY DISPOSAL 
BERESESE 
RSASKKSS 


rE 
So 


om 

= 

Nn 
aornrreas so aes 


SURPLUS 
=¥ 


PEE 
BREW SRSRSESHSRE REET RSAZZESS 


3 


So 
= 
cS 


BSESRALELSSSRASASSRLAAKSIIAS 
So 
a 


g 


“ 
~ 
3 
a 
ao 
—_ 





ez 
BERSR 
Slane 
=o — 


wrod 


OL: 

| 02°91 | 
02 ST | 

2 ‘OIL | OL°ST 

02% "L8I$ OL 'SI¢ 


i testing iene > 


i — 
quewemooud | jesodsyp | 19"80 dang Ayiodoid 


oc 


6 Z10 ‘109 
8b O10 “LZ 
80 P82 % 
£9 ‘Z98 “ooz 
“Te 0° Ilg | 98°gT¢’s LI 688 ‘99%$ 


& 
z 


€é 
Se 
35; 
BSN Sol eked led ed eed hod hod ol ed ob od gh od 8 


iSRRZESRESSE 


oo 


16 
*6 
9% 
$9 
Tt 
+8 
+6 
vg 
99 
26 
4 
oF 
st 
88 
aI 
9g 
v1 
00 
69 
96 
st 
£2 “1L0 “OL 
&% 
¥6 
66 
96 
¥ 
99 
€9 
el 
£8 
1g 
oT 
96 
02 
96 
88 
62 
1% 
68 
96 
ve 


SRISSSASSSSRSSSSSSSSSELSTS 





cs 
=o 


ADMINISTRATION OF 
3 





quemlemooid 410q 8] 


- . oq? 
A1VUOTIBIG esuedxe | 4 
poyeuyisq osuedx gy Peajooos EnUeAdy 


| 


ae ammasigetpenen) COGN S00! | ‘ON O[tg eTes JO 838q 
TO} SUDO | 


roe] 40h yoosy ‘sajpe prq pajpeag—esvg 90404 ty s9yury ‘uoistat”y posodsiq—y av] 





449 


DISPOSAL 


od 
Ee 
a 
on 
au 
© 
= 
io 


SURPLUS 


OF 


ADMINISTRATION 


628 
0L°8 


It “FI 
92 *IT 
¥9 “OT 
818 
$09 
1g % 
Ly 6 
49°8 


Ot Tl 
eo "+ 
es 
60 °6 
19°TT 


uwainjel 
you 308010 g 





| 
& 
| 


(pD 
(1) 
(1) 
61 °LOF SIL 
9 "LTe ‘126 
(1) 
OT 'Sh6 ‘Eze 
08 “008 ‘TOT 
00 “668 “B8E 
6 ‘PSP ‘6E 
FI 860 Ze 
92 “LEL ‘9s¢ 
ZE “S90 ‘GZz9 
OF ‘O8T ‘SF 
(1) 
96 “PLZ LS 
ST “268 ‘eee 
8S “ELL LSI 
It ‘6r0 ‘608 
88 ‘SBL ‘Fes 


Sjdjoool JON 


96 ‘068 9 
92 *2ES “2 
(1) 
90 “SZ ‘8 
00 ‘88 
OS “ELT ‘FT 
68 “L9L 
98 “80L ‘F 
GL °010'L 
Z8 ‘101 ‘8 
v0 ‘SPL ‘I 
7) 
00 “890 ‘I 
£9 “621 ‘9 
ZO ‘P8E “EI 
6L ‘ZZL “9% 
00 9TF ‘TS 


$3809 


06 ° 
g° 
00° 
82" 
9° 
€L° 
¢¢° 
20° 
€¢ 
£6 * 
#° 
69 * 
86° 
61° 
£¢° 
09° 
96° 
8° 
80 ZI 


susnjes 


| $8013 419010 J 


OL ‘ST 
OL “ST 
or "eT 


£6 “188 ‘199 ‘g 
Z8 “ZEF ‘ZRF 
IL “82 ‘OSS 
ZS SST “OST ‘2 
00 "000 “009 ‘9 
€% “bZ0 ‘9S¢ 
TZ “E90 ‘226 ‘eI 
OL "SSS ‘ZIg 
$8 "196 “£98 ‘2 
ZO “9EF ‘EES ‘Z 
CO “086 ‘86E “E 
98 “OLF ‘662: 


4s00 
uoryIsTnboy 


uo1onvo fo uolpDn) vag —- 


09 “SOT 68 “GIs 6E 
aS Bers p 
09 °RR 10 ZrO Ss 


| 1822 “SOL 


“BUIS|}AVAPV pus ‘[epIE;VUI ‘10qeR| 


S61 ‘LI-9I oun 
~ S961 ‘S-L eunse 
961 “SI-L1 “IB 
SS6T ‘E-% “IBN 
~"“OC6L “be “Gaq 
QG6I ‘61 ‘SI “uRs 
F861 ‘OL ‘6 “90q 
F961 ‘EI “AON 
PS61 ‘Z ‘T2190 
¥o61 ‘oz ‘doy 
¥E6I ‘IZ ‘3deg 
P6I “EI “Jdeg 
‘{ ‘3d99-I¢ ‘3ny 
B61 ‘2 “Sny 
#661 ‘Iz Arne 
F961 ‘6I ounr 
FS6I ‘QI ‘ST ‘FI ouNL 
'O6I ‘ZI suns 
P8961 ‘8 ‘2 ‘g “ady 
“P61 “SI “ey |---- 


| 


ae 


‘q avx 


FO “19% ‘L98 'S |" 9-39 S-109-FE 
ae “$E-SS-S-109-FE 
“$S-GE-S-109-FE 


soe An 4. tne 





wate ik 


‘SOOT AJOS 8, JOVUOTIONG SepN[OUl! JSOQ—'ALO > 


*posyooel jou 410de1 pezijeuryg 1 


Gay A107 8 
“aa V AIPM 

da V A10118 
““""ga vy Aopqoog 
“da vV eGo 
“aA vV ATOM 
“dav Weu0 
“AAV UBPIOOW 
"Gay Aste 
GA V Ueleoow 
CAV Aeyooig 
aav Alex 

dav ego 
AAV UBPTOOW 
“GAY SUPATIEA 
“aA V UBPPOOW 
~qay Alex 
AV J04ULL 
"Gav Heqo 
av @PIO9N 


W01}800'J 





- - ~-----"¢@6t ‘9 48 
; -“-"S961 “08 “ABIN 

— ““SC6I ‘SI “ABN 
= 2 ---"“gO@I ‘QT “IBN 


450 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Mr. Batwan. You have no net return figure then? This is a gross 
return, 4.09 percent. 

Colonel McCampsetyt. We have some net figures here for auction 
sales, but that covers, it is deleting the auctioneer’s price, the adver- 
tising, special things directly in connection with the auction sale, but 
it does not cover such things as plant maintenance, general base so- 
curity, extra lights, and so on and so forth that you have. 

That would be indirect cost. 

General O’Keere. It would be quite difficult to draw the line on 
what you would charge to get a net return, you see. I think we’d 
have to define what figures we do give on that. 

Colonel McCampseti. That is what we would have to do, sir. 

Mr. Batwan. Do you have any activities operating on an industrial 
fund, on a business account ? 

Colonel Peck. At this moment we just have it on fuel and clothing. 

Mr. Batwan. I think that is all the questions [ have at this point. 

Colonel Burceson. With emphasis being placed on the movement 
of excess stocks from Air Force warehouses generations of surplus 
property continue to increase. The continuing principal objective 
is to dispose of this surplus property as rapidly as possible at prices 
that are fair and reasonable. 

As a means of reaching this objective the concurrent application 
of all methods of sale, sealed-bid auction and spot bid is being utilized. 

The auction and spot-bid types of sale are particularly effective 
whenever generations of surplus property warrant their use. 

The auction type of sale conducted by public auctioneers has been 
found to be a quick and final form of negotiation for disposal of surplus 


property possessing extensive commercial usability for which normal 

market prices have not been established and for which a national ap- 

peal exists. The auction method has displaced other methods, because 

of its advantages over other methods of disposal. When properly 

conducted and advertised this type sale pipes everyone an equal 
t 


opportunity to purchase. As an open method it minimizes the oppor- 
tunity for criticism. As prices are established in open forum increases 
in price are developed. Further, the rapidity with which property 
is being cleared from storage locations cannot be cmiclonked 

The results of some 20 auction-type sales held during the past year 
have been very gratifying. In the increased generation of surplus 
property appear many line items of salvage and usable property 
having low dollar value. 

This property because of its low value does not require solicitation 
of the same wide competitive areas as is required by property having 
high dollar value. To dispose of these low-value items the spot-bid 
sale has been found to be effective and an expeditious method of dis- 
posal. Installations using the spot-bid sale method report favorable 
reaction from bidders, increase in public participation, better mone- 
tary return and considerable decrease in administrative processing 
cost. 

Mr. Batwan. Have you resorted to spot bids in a greater degree 
than you had before, say the recommendation contained in the Riehl- 
man report was put out? 

Lieutenant D’Anoeto. The emphasis right now, sir, for Air Force 
bases, not depots, is on spot bid sales. You use the utilization of that 
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method of sale because it is a simple direct type sale that there is very 
little overhead cost involved, and the type of property, the volume of 
property generated at these activities are such that the local market 
will give you a good price for it. 

Mr. Batwan. Lieutenant, are you with AMC? 

Lieutenant D’ANcexLo. Yes, sir. 

Mr. Batwan. Do you have any information for the subcommittee 
that there are more spot bid sales being used now than there were in 
1953? 

Lieutenant D’AnceLo. No, sir; I don’t. I feel though if we counted 
them there would be. 

Colonel McCamrne._t. We can count them. 

Lieutenant D’AncELo. Yes, sir. 

Yolonel McCampsett. Would you like to have that information ? 

Lieutenant D’Ancero. That’s right, sir. 

(Portions of the information referred to follows; complete informa- 
tion in the files of the subcommittee. ) 


Tas A 


AMC LeEtTrTer | HEADQUARTERS, AIR MATERIAL COMMAND, 
No. 68-13 J Wright-Patterson Air Force Base, Jume 17 1955. 


Subject: Spot Bid Sales. 

To: Commanders, Air Materiel areas. 
Commanders, Air Force depots. 
Commander, Wright-Patterson Air Force Base. 


1. Purrosk. To foster good judgment in selection of the spot bid method of 
sale and to facilitate improved planning in its use. 

2. GENERAL. The spot bid sale provides a simplified and accelerated method 
for disposing of small generations of general consumers use type surplus prop- 
erty. The appropriate use of this sales method is encouraged at all Air Force 
disposal activities. 

3. SELECTION AND PLANNING: 

a. Selection of the spot bid sale.—Before selecting the spot bid method of 
sale, the following questions should be considered : 

(1) Does the acquisition cost make selection of the spot bid method appro- 
priate? Property should never be offered for spot bid sale if the line item 
acquisition cost is $8,000 or more. Recently, a truck, having an acquisition cost 
of $18,142.15 was offered for sale by spot bid method. In view of the cost of the 
trnck, another method of sale might have been more appropriate. There also 
appears to be a general area of misunderstanding of the term, “line item.” 
As applied to the sale of surplus property, a “line item” is intended to be a 
generation of property that is identical or similar in commercial application. 
Similar or identical property should not be presented as more than one item of 
sale in order to avoid the $8,000 limitation. 

(2) Will sale of the surplus property to a restricted geographical area accom- 
Dlish maximum dollar return to the Government? A recent spot bid sales cata- 
log offered certain aircraft engines, suitable for recovery of parts. Through spot 
hid sales, these engines were offered only to a local market. However, the air- 
craft for which these engines were applicable are now in widespread commercial 
use, and premium prices are being offered for spare parts. Had these engines 
been offered for sale by another method, a larger and more appropriate market 
would have been reached. Maximum competition should never be sacrificed 
for a simplified method of sale. 

b. Planning spot bid sales.—Success of spot bid sales is in direct proportion 
to planning and preparation. The following sales-planning factors are set forth 
for consideration. 

(1) In advertising property for sale by spot bid, two distinct markets are 
heing solicited: a regular market, interested in all spot-bid sales; and a sec- 
ondary market, interested in specific items. A well-planned advertising cam- 
bign will achieve maximum attendance from both markets. Of prime importance 
to the first market is information regarding the time and place of sales. This 
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group of bidders is well served through regularly scheduled sales and through 
advertising of the schedule. Advertising of future sales at the site of the 
current sale is recommended. The second market can be approached through 
advertising of items of high interest value. Advertising centered around specific 
items will attract large numbers from this second group. PIO releases are 
invaluable in soliciting this type market. 

(2) Brochures and other forms of public advertising should be released well 
in advance of the opening date of inspection. One installation has consistently 
mailed out brochures on Fridays and opened inspection on the following Mon- 
day mornings. Effectiveness is considerably lessened through such short notice. 

(3) Care must be exercised to assure that lots are neither too large nor 
too small. Extremely large lots will tend to exclude small-business competi- 
tion. This must be avoided. Small business is the backbone of the spot-bid 
sales market. On the other hand, extremely small lots will tend to place 
the Government disposal system in competition with local retailers. Such 
a position invites public criticism. A middle position should be maintained 
whenever feasible. 

(4) Display is vitally important to spot-bid sales. Regular bidders are aided 
in their inspection by proper display. Other individuals who attend sales ‘with 
the intention of bidding on only one item can be induced to greater participa- 
tion by a well-prepared display. In turn, development of interest from one 
item to several items will tend to change that individual from an occasional to 
a regular customer. 

(5) Inspection periods should be adequate. The intent of AFM 67-1 is to 
establish 3 days as a minimum period of inspection. However, many installa- 
tions are now using a 3-day inspection period exclusively. The length of the 
inspection period should be based on the type property being offered, and 
consequently, on the type bidder being solicited. It should be of such duration 
that all prospective buyers will have a chance to view the property. 

(6) Page 1 of Standard Form 114, Sale of Government Property, Invitation, 
Bid and Acceptance, is still used by a few activities, as is Standard Form 114A 
(continuation sheet). AF Form 1166, Sale of Government Surplus Property, 
is in keeping with the overall simplicity of the spot-bid sale and its use or the 
use of an equally simple cover sheet is recommended. 

4. DISSEMINATION TO OTHER AF Activities. AMA commanders will dissemi- 
nate the contents of this letter to all Air Force activities within their areas. 
MAAMA, OOAMA, MOAMA, and SMAMA will also disseminate to oversea 
activities serviced. 


BY ORDER OF THE COMMANDER: 


Neat J. O’Brien, 
Colonel, United States Air Force, 
OFFICIAL : Adjutant. 
Nea J. O’Brien, 
Colonel, United States Air Force, 
Adjutant. 


DISTRIBUTION : 
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Tab B 
USAF spot bid sales, oer 1, 1958—June 30, 1954 


i 


Base and State 


Shelby AFD, Ohio_--__-- 
Norton AFB, Calif 
Olmsted AFB, Pa-_.---.--- 


Stead AFB, Nev.....----------  cahttiniaieniheanthanrei 


Griffiss AFB, N. Y 

Bolling AFB, Washington, D. C 
Dover AFB, Del ‘ 
Palm Beach’ AFB, Fla 
Donaldson AFB, §, < Saee 
Turner AFB, Ga--------- 
Randolph AF B, Tex 


Aeronautical Chart and Information Center, Mo-. 


Shaw AFB, 8. C 

George A FB, Calif. 
Robins AFB, Ga__.-- 
Nellis AFB, Nev. 

seott AFB, Ill. _. 

Eglin AFB, Fla- 
Wright-Patterson AFB, Ohio-. 
McDonnell AFB, Kans 
Dayton AFD, Ohio 

Lake Charles AFB, La 
Harlingen AFB, Tex 
Lowry AFB, Colo--- 
Bergstrom AFB, Tex 
Kelly AFB, Tex-...-- 

Hill AFB, Utah !_. 

Offutt AFB, Nebr -. 
Pinecastle AFB, Fla 

Pope AFB, N. C.-.-- 
Hunter AFB, Ga---- 
Sampson AFB, N. Y 
Laredo AFB, Tex__-.- 
Sheppard AFB, Tex--_- 
Goodfellow AFB, Tex__-- 
Selfridge AFB, Mich.....----- 
Ellsworth AFB, 8S, Dak-- 
Sedalia AFB, Mo.. 
Maywood AFD, Calif 


: Estimated. 


Number | 
of sales 


Ie se Oo 


NSO me be DD CE ee OO 





ey 


Property 
acquisition 
cost 


$618, 627 | 
1, 611, 346 | 


384, 543 


43, 120 | 


89, 410 
54, 970 
1, 000 
101, 088 
240, 000 


81,640 | 
56, 398 | 


59, 382 


598, 211 | 
90, 000 | 


9, 040, 261 
64, 272 
134, 239 
274, 834 
91, 988 

3, 000 
153, 930 
77,000 


13, 407 | 
33, 000 | 


1, 465 
, 202, 704 
, 421, 869 


675, 454 | 


105, 356 


125, 416 | 


2 508, 130 
108, 425 
23, O85 
18, 504 

6, 057 
144, 938 
80, 000 
26, 570 


1, 725, 061 
23, 088, 700 


Sales conducted at Hill Air Force Base by Department of Navy for Department of Air Force in accord- 
ance with consolidated sales procedures established by Department of Defense. 


TaB © 


Returns 
from sales 


$25, 809 
43, 727 
21, 967 

5, 180 
6, 660 


8, 355 | 
60 | 


6, 719 
7,918 


6, 236 | 
1, 420 | 


10, 567 
11, 687 
11, 531 


143, 291 | 
2, 256 | 


12, 932 


28, 489 | 


7, 916 
765 
7,401 

7, 750 
958 

2, 048 
74 

210, 135 
45, 827 
65, 272 


8, 914 | 
7, 700 | 
2 28, 102 | 


11, 639 


2,120 | 


3, 539 

830 

5, 196 

10, 917 
1, 538 


38, 797 
822, 242 


USAF apot bid sales, July 1, 1954-—May $1, 1955 


Base and State 


a 


Norton AFB, Calif... 

Tinker AFB, Okla 

Otis AFB, Mass. 

Olmsted AFB, Pa 

Andrews AFB, Md 

Stead AFB, Nev... 

Griffiss AFB, N. Y 

Topeka AF B, Kans 

McClellan AF B, Calif 

Bolling AFB, Washington, D. C 
Mitchell AF B, N.Y 

Greater P ittsburgh pepert, Pa 
Palm Beach AFB, Fla 
Donaldson AFB, 8. C. 


| Number 
of sales 


13 
12 
5 


ll 


> 
l 


Property 


acquisition 
cost 


——- | — 


$5, 267, 283 
2, 263, 180 
120, 971 
735, 822 
17, 925 

62, 830 
128, 198 
573, 367 
409, 667 
77, 213 

73, 439 

74, 204 
346, 304 
380, 000 


Returns 
from sales 


$172. 083 
255, 258 
12, 225 
57, 361 

1, 526 

6, 390 

9, 267 


21, 794 | 


35, 088 
10, 258 
9, 813 


2, 902 | 
26, 140 | 


18, 967 


Percentage 
return 


— 


~ _ 
PECK MKNRPNNNAAMN: 


ne 


DARD ODO MRMHW OA MAB NS eH 


RIKSSSSUSTSSRSEANSE 


i 


_ 


re) 
§ 


Percentage 
return 


3.27 
11.28 
10. 11 
7.80 
8. 51 

.17 
7.23 
3. 80 
8. 57 
13. 29 
13. 36 
3. 91 
7. 56 
4.99 
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Tas C—Continued 
USAF spot bid sales, July 1, 1954—May 31, 1955—-Continued 


Property 

| Number : Returns Percentage 
of sales acquisition from sales return 

| 


Base and State 
cost 


senate nia nascar A er daeedl te a kei te Nile Lee 


I a Se 2 $102, 136 $13, 668 
Gadsden AFD, Ala : 54, 958 9, 994 
New Castle AFB Del 1, 205 
Ethan Allen AFB, Vt 6, 657 
18, 318 
1, 261 


~ 
C=] 
— teeth ht 
j 
i 


Randolph AFB, Tex 

Aeronautical Chart and Informati 

EIR TEL ck wan So cedee 

Yuma City Airport, Ariz. .......-- 

a a os la lt die iinhinnn heel 
ey MC oo cacit anne eencsive 
Ds ae eee ~ <ieee 

Robins AFB, Ga........-- er a 

Craig AFB, Ala........-..- 

Nellis AFB, Nev 

Scott AFB, Il_..-.-- 

Eglin AFB, Fla---._- ‘ 

Wright-Patterson AFB, Ohio... 

McDonnell AFB, Kans__- ; 

Dayton AFD, Ohio--- 

Brookley AFB, Ala_.. 

Lake Charles AFB, La 

Harlingen AFB, Tex__- 

Luke AFB, Ariz_...--_-- 

Amarillo AFB, Tex.__.___-- 

Edwards AFB, Calif_--- 

Bergstrom AFB, Tex.--. 

Kelly AFB, Tex_-...--.---- 

Reese AFB, Tex 

Hill AFB, Utah !___..__. 

Offutt AFB, Nebr ; , 

Pinecastle AFB, Fla_._-...---- : 

Pope AFB, N. C_.....-....... 

Hunter AFB, Ga...........__- 

Sampson AFB, N. ¥ 

Hamilton AFB, Calif 

Castle AFB, Calif 

Maywood AFD, Calif 

pw Ft, 35. eee 

Sheppard AFB, Tex............--.-- 

Goodfellow 4FR, te teaile ata La 
END FEE BI, oo cnn dite Ket Peace och teoens 
Greenville AFB, Miss onsite Mica was 
Ellsworth AFB, 8. Dak..........._-- 

Sedalia AFB, Mo........-....-- 


Oona mR om ew 


oy 





B3 > m & 090 90 NS co wa gn 5 gw So SS 


SSSSSILSASSRBSSSSSNVsSSsszses 





on go Rw 8 


160, 000 
78.119 
100, 827 
146, 309 
739, 635 
81, 964 

8, 061, 067 
165, 802 

2, 431, 694 
706, 594 
90, 000 
357, 802 
798, 125 
661, 235 
274, 623 
460, 603 
2, 415, 086 
43, 665 
321, 499 
8, 157 
252, 506 
6, 500 

173, 000 
106, 280 


41, 554, 515 


— 


Ss 


— Ww 
SwR ema anKcwomanaae hen 


bat set 
PREVNN YOK SOAMNHAI woo S 


SSssrNV 


—_ 
— 
- 


SSs2e 


Ronco DA wet S -10 8 
econo 8, 
RBES4a 


1 Sales conducted at Hill Air Force Base by Department of Navy for Department of Air Force in accord 
ance with consolidated sales procedures established by Department of Defense. 


Tas D 
Comparative data, spot bid sales 





Property 
: Number cat Returns Percentage 
Fiscal year of sales — from sales | return 


Fiscal year 1954 (12 months) . $23, 088, 700 $822, 242 
Fisca! year 1955 (11 months) 41, 554, 515 2, 156, 206 


64, 643, 215 2, 978, 448 
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Mr. Batwan. It would be some indication on the progress being 
made on the recommendations besides the assurance that you people 
are giving us that you feel that it must be better since you have issued 
a regulation to that effect. 

Lieutenant D’Anceto. At the disposal conference that was held in 
March down at Kelly Air Force Base, we emphasized that point, spot 
bid sale should be used to the fullest degree for small generations of 
—s that would get a fair return on the local market. 

Mr. Bauwan. How do you police such a recommendation or diree- 
tive of yours that they should resort more to the spot bid sales? 

Colonel McCampsety. We go through our AMA’s, we set the policy 
procedures and guidance in that based upon headquarters, ed ane 
ters, USAF. That is given to our depots around the United States, 
15 in all, 8 of them being AMA’s. Those 8 AMA’s, air materiel areas 
have the responsibility lor policing their geographical area. In other 
words, you have supply activity teams that visit each of the surround- 
ing Air Force bases periodically. The supply activity teams offer 
assistance, make a agen on what is being done. 

That report is analyzed by the geographical decentralized Air Ma- 
teriel areas. 

Mr. Lirscoms. How do you set up an auction sale ? 

Lieutenant D’Ancexo. It is the prerogative of the disposal officer. 
First of all, we restrict our auction sales to the larger generators like 
the AMA’s, and the depots. If the disposal officer feels that the auc- 
tion type of sale would lend itself best to the type of property and to 
the volume of property he has to sell, then it is his prerogative to use it. 

Do you mean the details now, sir, of the auction sale 

Mr. Liescoms. I’m just wondering, I’m not clear in my mind, how 
you determine to set up a spot bid sale or a sealed bid sale or an auction 
sale. 

Lieutenant D’Anorto. By the volume and the type of property that 
we have generated in marketable condition. 

Mr. Liescoms. And in an auction sale is the material all originally 
located in one spot or do you ship into the base? 

Lieutenant D’Angex.o. No, sir; it is one spot. We have no ship- 
ment of surplus property. 

Mr. Liescoms. What percentage of your total sales do the 20 auction 
sales account for? 

General O’Kererr. I think we have that figure for the first 4 months 
of this year. 

Colonel Burceson. I don’t have it broken down, Mr. Chairman, by 
percentages. However, for the first 4 months of this year we sold 

oroperty of an acquisition value of $102 million. Of this quantity, 
15,709,000 was sold by the auction method. 

Mr. Lirescoms. How many auctions was that ? 

Colonel Burcrson. I can’t answer that. 

Lieutenant D’ANerxo. I don’t know either, sir. 

Colonel Bureeson. No, sir. 

Colonel McCampsett. We would have to check that. It must have 
been a value of around 8 or 10 or 12. 

Lieutenant D’ANnGeto. I don’t believe it was that many, sir. 

Colonel McCampseth. It may not have been that high. 
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In order to set up an auction sale, to get more of the details of this, 
that auction sale is coordinated through the Department of Defense. 
I believe MRD has a selection of date so we would not have an auc- 
tion sale at the same time somebody else was having one. 

In other words we would not compete with the Army, the Navy. 

Mr. Batwan. How would MRD be the central point for this? 
They are a screening organization. 

Lieutenant D’ANgeLo. They are a control point, a centralized con- 
trol point between the three services to coordinate anything that might 
come in conflict. 

Sir, is the MRD there? 

Colonel Burcsson. It is within the Office of the Secretary of De- 
fense, Mr. Balwan, that that control is exercised. 

Colonel McCampsett. I am in error. 

Mr. Liescoms. You have no idea of the exact significance of this 
$15 million, what the size of this action sale or sales were ? 

Lieutenant D’ANGELO, We can give you that information, sir, but 
not now. We don’t have it now. 

Mr. Liescoms. When were the 20 auction sales held ? 

Mr. Batwan. This says during the past year. 

Colonel McCampsett. I believe that is a fiscal-year figure, sir, 
rather than the calendar year. 

Mr. Batwan. What fiscal year ? 

Colonel McCamepetyt. That would be from July 1954 to July 1955, 
which will be up to now, the present. 

However, the figures that Colonel Burgeson gave you were for the 
first 4 months of this calendar year. Our dollar value and the dates 
of our sales are not on the same year basis. 

Mr. Lirscoms. Are auction sales slowing down, or are you having 
more now ¢ 

Colonel McCamppeti. No, sir; auction sales—there is no slowing 
(own of it. It is a matter of property generation, movement of prop- 
erty into the area, and selecting the proper type of property for an 
auction sale. In our Air Force system, we compute requirements at 
the first of the fiscal year. That isin July. We come up with certain 
excess. Those excesses are then transferred for disposal. 

Kither through redistribution or through utilization, and eventu- 
ally for sale, it takes probably 6 to 8 months to go through this gyra- 
tion of determining where your excess is, moving it out of that ware- 
house to the segregated area, screening it for utilization and then into 
the disposal area. Therefore, we will get our big property surplus 
veneration at a cycle in the year, generally at the end of the fiscal 
year, and that is the time when we start setting up our auctions, and 
our auctions now, being lax during that period of screening and so on 
and so forth, will now be on the upswing during the next 3 or 4 months 
because we now have the property available for disposal. 

Mr. Batwan. That isa big clearance sale, is that right ? 

You get a lot of property and want to clear it fast. 

Colonel McCamesety. That’s right, but we are very careful in the 
selection of the type of property we put in there. We do not hold an 
auction sale just to be holding an auction sale. We attempt to use 
good merchandising methods. 
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Mr. Lirscoms. I liave the sealed bid invitation for a sale at Wilkins 
Air Force Depot held on January 10, 1955, it is invitation No. 33602 
$55-3, and it includes many items of clothing, big quantities, like 
172,726 pairs of suspenders, and many thinks like that. 

Now could this have been sold at auction ¢ 

Lieutenant D’Ancrxo. That particular item; yes, sir, it could. 

Sir, may I interject just a minute? 

Mr. Lipscoms. Yes. 

Lieutenant D’Anguto. There is no one person that knows best where 
bis market is besides the disposal officer concerned. Now that. par- 
ticular item I don’t know anything about, but if the disposal officer's 
eqnenaeaee in the past has been that through the wide dissemination of 
sales that we do give to sealed bid offerings that he can get a better 
price by sealed bid without incurring the extra expense of auction, 
then that is the way he does it. That particular item I can’t say yes 
— that it would have gotten a better price by auction or by sealed 

id. 

We leave it up to the disposal officer. He is the best person to 
know. 

Colonel McCampse.u. It is Air Force policy to run a sampling quite 
often. We have the instance of magnetoes down at Brookly Field. 

We quote a bunch of magnetoes peculiar to one type of engine. | 
think it was a 3,350 engine, and we offered those magnetoes on a spot 
bid and auction sale, a sampling, and absolutely no bidder interest was 
offered. It wasjustadead item. There was nobody in the commervial 
market that could utilize that, and after considering that, the mag- 
netoes being in storage at another location, we sampled the market and 
talked to people who deal in that, and they advised us, “Well your 
best bet is to offer them right there on a sealed bid. One man will pick 
them up. He will junk them out, take the points off of them for what- 
ever we can recover from that standpoint.” 

Our disposal officers’ next action was to go to maintenance to find 
out. what critical material was in there, in the magnetoes, determine 
how much it would cost to take out the critical material such as 
platinum and tungsten, and they come up with about what the material 
was forth to tear donen the magnetoes. 

After that analysis by the Brookly officer, he decided, and I think 
it was a good decision, that he would offer them complete one-time 
bid on a sealed bid at this warehouse at a separate location. It was a 
matter of judgment. It may have been good or bad. It looked 
sensible. 

Mr. Batwan. Did you consider at all the possibility even on one 
little item like that, take all the magnetoes that you generate in a 
year, of offering it to an industry agent to see if ho could give you 
more, if he could take it out of hand without having the investment tied 
up in the thing there and then sell it on a commission basis? 

Colonel McCampsety. That is what Liutenant D’Angelo brought 
out that we are doing with electronics equipment. We are doing that 
moreand more. That isa recent innovation. 

Lieutenant D’Anorro. Sir, I believe he means the form of broker 
that does not tie any money up. He takes our property and sells it on 
a percentage basis. 
Mr. Batwan. Yes. 
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Lieutenant D’AneeLo. Like the War Assets Administration. We 
lave not thought too much of it. 

Mr. Batwan. You have not thought too much about it or of it. 

Colonel McCampseti. There is a report—I know which one you are 
talking about now—where this group of people said, “Let us take 
this and we will sell this type of property for you.” 

Mr. Hotirretp. We’re not referring to any specific report. Now let’s 
take our report of last year where Mr. Riehlman’s committee put 
this out. 

It says: 

The subcommittee observes the complete absence in the disposal program of 
industry agents or other specialists in sales of technical property through normal 
trade channels, and a hostility on the part of both military and civilian disposal 
ofhcinis to the introduction of such experts into the program. 

furthermore, the subcommittee was disappointed to learn that private industry 
appears to have been only rarely consulted on disposal problems. 

Although this matter has not been extensively explored, the subcommittee 
has a strong conviction that military officials would benefit by seeking closer 
und more active cooperation of experts in civilian merchandising rather than 
clinging to their apparent belief that civilian merchandisers are not capable of 
acting in the public interest. 

In other words we thought then and I think the feeling is still 
now and this is borne out by the Hoover Commission Task Force 
study, that there is a field here which with proper safeguards and 
proper accountability and bonding of reputable peoples and so forth, 
that there is a field where specialty items such as possibly these gen- 
erators, maybe other aircraft parts, ought—and I see you are going 
into that in the electronics field—we see no reason why there can’t 
be « system worked up whereby these generators would be, let us 
say, taken over by someone who specializes in generators, in furnish- 
ing generators to the trade. I don’t know what these particular 
generators were like, but assuming that they could either be converted 
or could be utilized either here or abroad by the trade in some way and 
the normal manner of buying one generator at a time could be pur- 
sued if they knew that these were on hand with a source and they 
would not have to come in, for instance, and bid on a hundred of them 
or 500 of them in order to get 1, but they could some in and buy 1 at 
a time as they need them. 

In other words, this whole field of agency specialist disposal seems 
like to many of us offers a field admittedly that it would be a little 
bit difficult to operate. 

But we face difficulties in many of our endeavors and we overcome 
those difficulties. 

We evolve methods and procedures to protect the Government and 
at the same time get a better return and a more orderly disposition 
rather than a junk disposal disposition of specialty items lke this. 

Mr. BAtwan. Especially in view of the fact that they get 2 or 3 
cents on the dollar from a specialized type of equipment which con- 
stitutes the greater part of your total excess anyway. 

You said that that type of property is 70 percent of all that you 
own. The others you get more from because they are common use 
and you are on more familiar ground in trying to find out the 
commercial values. 

Mr. Hortrrety. There are a lot more buyers. 
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Mr. Batwan. You could improve from 3 percent to, say, 6 percent 
on the great bulk of your stuff there by any means. 

I don’t care what you choose there. 

Mr. HouirteLp. We are not advocating any specific plan that has 
been suggested or might be suggested. What we are asking for is 
some initiative on the part of the services in studying this problem 
and at least making some tests on it like 1 understand you are making 
in electronics. 

Are you consigning that electronic equipment or how are you 
handling this test that you are making on it ! 

Lieutenant D’Anerw. No, sir. Colonel McCampbell misunderstood 
the question. We are not going ahead with anything in that field. 
We did test the field or we sent out a listing o property we would 
have, and we said, “Would you be interested in this?” 

Mr. Houtrtevp. You are testing acceptability. You are not testing 
a method ? 

Lieutenant D’AnGeto. That’s right. 

Mr. Batwan. You did that with manufacturers for the most part, 
too, didn’t you? 

Lieutenant D’AnerLo. That’s right, sir. 

Mr. Hotirietp. But do you see anything wrong in testing out 
methods of sales such as I 

Colonel MoCampse.y. No, sir, we are in favor of testing any type 
of management improvement that would improve our program. 

Mr. Rireniman. It would be interesting to know, Mr. Chairmaa, 
if since our report was written, something over a year ago, nothing 
has been done apparently by the Air Force in respect to our recom- 
mendations. 

General O’Krrerre. Mr. Chairman, may I interpose a thought here! 
I think that we have done quite a bit in connection with that report. 
I think possibly we hurriedly jumped through something we con- 
sidered very important, the point you brought up of how we are 
reaching the market from the point of view of the Government. 
There is a national bidder’s list control, established at Kelly Air Force 
Base and it is a mechanized operation for knowing where that market 
is 





They now have approximately 10,000 bidders’ names and they «ir- 
cularize by a letter all known bidders. We get sources of information 
from congressional inquiries, from just people writing letters to Air 
Force Headquarters or even at base level, and that is all collected tor 
the United States at Kelly Air Force Base. 

Now the minute we know that there is a bidder interested in any 
of this material of the Air Force, his name is put on the machines 
and we sent him a letter and ask him two specific questions. 

We send him a category of material that he is interested in, complete 
engines, complete engine generators, or scrap or any kind of material, 
and we also want to know is he interested in the Air Force throughout 
the United States at all bases or is he only interested in some small 
area ¢ 

It covers the bit operators and it covers the small-business mat. 
Now, any time a base generates some surplus, that base will notify 
this control center and they will mail them on an addressograph form 
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the name of the bidder that is interested in their area and the type of 
equipment he is interested in. 

Now that is quite a list of 10,000 bidders. We reach the market. 
Yesterday San Antonio gave us a presentation of Mr. Keogh’s office 
in the Department of Defense and it was disclosed in that we are 
getting bids from Switzerland, Brazil, foreign countries. 

This thing is growing. We don’t know what the true capability 
of this thing is yet as it is in somewhat of a test phase, and it is an 
attempt to reach that recommendation of getting to the market, you 
see. 

Mr. Hoxirreip. I recognize that, but let me for a minute discuss 
this with you. In the normal channels of trade we have a manufac- 
turer and in many instances a jobber and a wholesale house and a retail 
store, which represents the next to the ultimate customer. Let’s take 
any kind of material that you want to. Now the jobber is often criti- 
cized but the jobber offers a service. He offers a service or he would 
not be there. ‘The manufacturer sometimes leaves it up to the jobber 
to deal with the wholesale house, he branches out to all of his retail 
customers. 

There is less branches from the jobbers to the wholesalers than there 
is from the wholesaler to the retailer and of course, the retailer to the 
ultimate consumer has got a great many more. 

Now the man that comes into the retailer to buy a shirt, he wants 
a shirt. The retailer that goes to the wholesaler, he wants maybe 
10 dozen shirts. The wholesaler that goes to the jobber wants a hun- 
dred dozen shirts and the manufacturer wants to sell a hundred dozen 
shirts. 

Now what you are doing in effect is in most instances you are selling 
in quantity, you are offering in quantity which would either be bought 
by a jobber or a wholesaler. 

Now that jobber and that wholesaler is not going to pay the value of 
that if he can help it. 

He is going to buy it as cheap as he can. He is going to buy it at 
2 cents on the dollar which is what is happening; 2, 3, and 4 cents on 
the dollar. 

The reason for that is he is going to invest his money in it, he is 
going to‘store it and all that sort of thing. He may have a couple of 
million dollars in inventory investment. 

On the other hand, if you could evolve a system where you as the 
originator of the material would in the place of selling it on a distress 
basis, would sell it on a normal basis of allowing it to go into the 
hands of the ultimate consumer in an orderly fashion, why you might 
get more dollars out of it in the end. But you are operating without 
some of these links in the chain of normal distribution. 

For instance, you offer a thousand generators in a lot, we will say. 
Well, who is going to bid on a thousand generators? But if you 
would deposit those generators in a bonded representative who 
knew it would take 3 years to dispose of them but in disposing 
of those generators he could get 25 cents on the dollar in the place 
of 3 cents on the dollar and if the Government in turn could get half 
of that, 50 percent of what he got for that by an orderly disposal, 
you'd have a profitable arrangement it seems to me all the way around 
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It would be a little more trouble. There’d be accountability 
to be taken care of, there would be criteria for the people that would 
handle the material. They undoubtedly would have to be bonded. 
They’d have to be financially responsible, but there would be less im- 
pact, dump impact upon the current production market too of that 
same item if there was an orderly disposal. 

Now it is true it would be competitive. Maybe the ultimate seller 
of this article would sell it for 70 cents on the dollar in the place of 
$1 and it would be in competition, but it would not be enough to offset 
the regular current trade at $1, and these are some of the things we are 
thinking of. 

If you can work this out in certain specialized fields where it is a 
special piece of equipment that does not have wide consumer appeal 
at the moment, you offer it, over a period of 2 or 3 years, you 
could distribute that into the consumer’s hand at a better price for 
the Government. 

Colonel Burcrson. I believe Mr. Holifield, that the Air Force did 
conduct a study on that back in 1952, and while our conclusions were 
not finally made, it at that time appeared not to be in our best in- 
terests. You will recall in 1952 that all disposal activity ey 
was stopped as a result of the Korean hostilities. I believe there 
were even hearings held on the subject over in the house. It was on 
contractor determination inventory. 

Mr. Batwan. I don’t think the chairman’s comments are restricted 
to that. 

Colonel Burcrson. I know they are not. 

Mr. Hotrrrety. Nor are they restricted to any particular plan that 
may have been offered in the past and considered and rejected. My 
comments are toward the development of a proper my always 
keeping the Government’s equity and interest in mind. 

olonel BurGeson. I understand, sir. 

General O’Kerrr. Apparently we have not gone into it the way 
you’d like us to go into it and we can certainly initiate a study along 
those lines. 

Mr. Howirim.p. It would seem to me—I know it would not be 
applicable to a lot of things but what we are thinking about is getting 
more money for the Government. 

We feel because we did push the auction-sale method with the Navy 
and I think they agree with us now and they are doing quite a bit of 
auction sales ond understand you follow, too, on that, and the 
figures you gave me show that you are actually getting a better re 
turn from your auction sales, but there was a hesitancy to have auction 
sales we found when we first started investigating this matter, and 
now there seems to be a general acceptance of it. We are wonderin, 
if maybe you can’t explore this at least to run some tests on a limite 
number of specific items with possibly a limited number of test peo- 

le to just see how you come out on these. We don’t ask you to go 
into it fully but give it a whirl and see if it will show, the statistics 
will prove that a wider participation on that basis might not be 
justified in the sense of recovery to the Government. 

Mr. Rreniman. Mr. Chairman, there is another factor, too, that 
our committee, I think, has some interest in, although not directly, 
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and that is the orderly disposal of surplus military property in the 
normal channels of our economy. 

Mr. Hotitetp. That’s right. 

Mr. Rreniman. Because if some junk dealer or someone gets hold 
of a big lot of one special item that a lot of small industries we will 
say are producing, and suppose he gets that lot at a very reasonable 
price and he dumps it into the market, of course the Government has 
not gotten what we should get out of it in the first sr and cena 
it is disrupting the orderly marketing procedure of many of our sma i 
industries in that particular production field. 

If such a big lot of materiel were in the hands of people who under- 
stood the disposal program properly, a certain amount of it would flow 
into the market from time to time in an orderly procedure. I think we 
have both of those things that we have to look at, too, because we are 
interested in getting the best dollar value for the Government, and 
we are interested in protecting our industries from being completely 
overcome by the sale of a lot of this surplus property in the market. 

Mr. Howirtetp. Here I have before me a spot-bid invitation 55-20, 
Robins Air Force Base, Ga., November 12, 1954. I just opened it at 
random here. 

Here is aircraft tires and tubes, 300; electric switches, 200. 

Mr. Banwan. Pounds? 

Mr. Hotirmxp. 200 pounds, that’s right; aircraft parts, wheels, 
valves, de-icers, pumps 1,200, aircraft parts 1,500 pounds. 

Those are in terms of pounds. Aircraft parts, sleeves, scoops, docrs, 
gaskets, used and unused, 1,500 pounds; aircraft parts, clamps, han- 
dles, tanks, drums, flanges, rackets, and other items, 1,200 pounds. 


Now en that goes in and buys those is doing it and going to go in 


and buy those at possibly 2 cents on the dollar. 

But if a regular aircraft parts sales agency under proper precau- 
tions was given the job of selling that on a percentage basis, they 
might take all of those off of your hands and segregate them and 
guarantee them, refinish those that needed a little touching up, refin- 
ishing of one kind or another, and they might get quite a return 
on that. 

It would be slower but they would have the custody of it. They 
would have to take the responsibility of custody, or warehousing, 
insuring, accountability, and say in the place of selling it in 1 day 
it took them 2 years to clean that out, and say they got 30 cents on 
the dollar in place of 3 cents on the dollar, and the Government 
fol 15 ¢ents of that 30 cents, look how much better off you’d be on 
that. 

Now I don’t know how far that idea can be carried, but we had 
yesterday thousands, in some of our sales, we had thousands of General 
Motors parts and Ford parts and other kinds of automotive parts 
which were just being sold on a pound basis. 

It would seem like to me parts people would be glad to take that. 
| know if I were a businessman, and I am a businessman, that I 
would jump at the chance to have my inventory furnished to me on 


some type of basis where I did not have to put my own capital 
into it. 
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I know I could render a service in selling it in my particular field, 
particularly if I could sell it at least for less than its acquisition 
cost and thereby have that appeal to the consumer of getting a good 
item for let us say 30 percent off or 40 percent off. 

It seems like to me that a little more initiative and a little more 
study of this particular method might be of interest to the Govern- 
ment. If you follow me, you folks might make such a study; you 
could come up to us and say, “Well now we have thoroughly ex- 
plored this. e find, No. 1, that we can’t get people that are in- 
terested in this. We find that we can’t get reputable people that are 
interested in it. We haven’t been able to evolve a method of account- 
ability.” 

If you come up with that kind of a story after a study, why this 
committee, I am sure, would be willing to weigh it on its merits. 

General O’Krere. Yes, sir; we can make a study and give you our 
findings on it. 

Mr. Liescoms. Mr. Chairman, you are not requesting a study on 
any specific class but all common-use items. 

Mr. Hourrretp. That’s right. 

I am not referring to any specific plan or any specific class. I would 
say this: That I think there are specialty fields which need a special- 
ized type of distribution. I think electronics is one; I think aircraft 

arts is one; I think automotive parts is one; possibly machine tools. 
here are certain categories that I think might particularly be in- 
vestigated. 

There may be others that I am unaware of. 

Mr. Liescoms. Mr. Chairman, I referred to this invitation for bids 
for a sealed-bid sale at Wilkins Air Force Depot, while you were out 
of the room. The quantities on this one seem quite large. There are 
153,777 sun goggles in one lot, 73,000 in another. These are all unused 
new sun goggles. Also there are gym shoes on here unused and there 
are women’s winter panties, 12,900. 

But this particular sale is of interest to me because I can’t determine 
in my mind how you decide whether this should be auctioned or sold 
by sealed bid. 

I was wondering, Is there any way that you can give us a report on 
this sale at this particular depot ? 

Colonel Burcrson. We can do that. We can question them on the 
logic that they went through, how they determined that should be 
spot bid or a sealed bid sale rather than an auction. 

Mr. Hotiretp. And also the return on this particular sale. 

Colonel Burcrson. Yes, sir; we can give you that. 
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(Part of the material referred to follows; complete information is 
in the files of the subcommittee. ) 


ree tists oneena Bu: OF GOVERNMENT PROPERTY  sorenagee 
crossumeore erty termes A 


LATION NO. ® INVITATION, BID, AND ACCEPTANCE 
ISSUED BY Wilkins Air Forces Depot DATE OF INVITATION 


20 January I‘ 
ae NO. NUMBER OF PAGES 


INVITATION 


ee nee 


PLACE WHERE BIDS WILL BE PUBLICLY OPENED TIME DATE OF BID OPENING . 
a Wilkins Air Force Depot, Shelby, Ohio 1:00 Poe} 1 Fobru 7 


Gontracting Officer 


TO BE SUPFLIED BY BIDDER 
DESCRIPTION AND LOCATION OF PROPERTY TOTAL PRICE BID ‘ 
meneune | TEPER? core 


TTLE 


The property described herein may be inspected berween the hours of ____. 8200 As Me ond. 3230 Pe Be on 
teeter ere ae eee ee een ne een » by contacting 


nn mene a eee en ne ann = nee os ene coerce 


A bid deposit of .20. percent of the total amount bid, in the fgem of postal or express money order, or hie? certified check; 
or cach other form of security on may be scoepteble to the contracting officns, made peyable to che Treasure: ot the United Starea, must 


sccompany the bid. 
Property must be removed by the succesful bidder 10, steak notice of award, uniges otherwise specified in the 


description or in any special condition, time to b= computed from of mailing or otherwise furnishing said notice. 
BID DATE OF PiD 
la complisnce with the sbove invitation, and subject to ail the General Sale Terms and Cunditions and any special conditions, the 
undersigned offers and agrees, if this bid be accepted within calendar days (60 calendar days tf no pericd be specified by the bid ter) after 
ee ea et ot ae ct ee ee esch trem, 
Sid depoatz in the amount of $______.._.____ ls enclosed. 
Sie tan 50.2) The booms Com no (1) That the aggregate aurober of employees of the !ddcr and ics affiliarests[)5000r more, 


bas hot, ot recained a company of person jothie: than a ful!-ti Hote 
inleteetieh culating chee os as fequested by the dha entazzsving offen enere ae 


NAME AND ADORNESS OF BIODER Cocsand a SIGNATURE OF PCREON AUTHORIZES TO SIGN JHIS BID 


ACCEPTANCE BY THE GOVERNMENT OF THE UNITED STATES OF AMERICA } DATE OF ACCEPTANCE 
ACCEPTED AS TO ITEMS NUMBERED 


TITLE OF CONTRACTING OFFICER pyrettince Serer aes 


STANDARD FORM 114 
AUGUST 1990 EDITION Lsaveé 
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GENERAL SALE TERMS AND CONDITIONS 


1. INsPEcTION.—Bidders are invited and urged to inspect the property to be 
sold prior to submitting bids. Property will be available for inspection at the 
places and times specified in the Invitation. The Government will not be obliged 
to furnish any labor for such purpose. In no case will failure to inspect con- 
stitute grounds for a claim or for the withdrawal of a bid after opening. 

2. CONDITION OF PropERTY.—AIl property listed herein is offered for sale “as is” 
and “where is,” and without recourse against the Government. If it is provided 
herein that the Government shall load, then “where is” means f. 0. b. conveyance 
at the point specified in the Invitation. The description is based on the best 
available information, but the Government makes no guaranty, warranty, or 
representation, expressed or implied, as to quantity, kind, character, quality, 
weight, size, or description of any of the property, or its fitness for any use or 
purpose, and no claim will be considered for allowance or adjustment or for 
recission of the sale based upon failure of the property to correspond with the 
standard expected; this is not a sale by samplé. 

3. CONSIDERATION OF Bips._-The Government reserves the right to reject any 
or all bids, to waive any technical defects in bids, and, unless otherwise speci- 
fied by the Government or by the bidder, to accept any one item or group of 
items in the bid, as may be in the best interest of the Government. Unless 
otherwise specified, bids must be submitted on the basis of the unit specified 
for the item in the Invitation, and bids may be submitted on any or all items. 
In case of error in the extension of prices in the bid, the unit prices will govern. 

4. Bip GUARANTEE.—The bidder agrees that (1) the bid will not be withdrawn 
within the time specified for acceptance after the opening of bids (60 calendar 
days if no period be specified by the bidder), and will during that time remain 
firm and irrevocable, and that (2) the bidder will pay to the Government the 
purchase price of the property in accordance with the bid if accepted. If a bid 
deposit is required, the bid must be accompanied by said bid deposit. In the 
event of any default by the bidder or any failure by the bidder to comply with 
all terms and conditions of this contract, any deposit made by the bidder may 
be applied by the Government to any loss, cost, and expense occasioned to the 
Government thereby, including any loss, cost, and expense incurred in selling 
the property and including any difference between the amount specified in the bid 
and the amount for which the Government may sell the property, if the latter 
amount be less than the former. Deposits accompanying bids which are not 
accepted will be returned. Deposits of successful bidders may be applied against 
the contract price, and upon completion of the contract any excess of the deposit 
will be returned to the bidder. 

5. PaYMENT.—-Payment of the balance of the purchase price, if a deposit has 
been made, or otherwise of the full purchase price, shall be made by cash, or 
by certified check, cashier’s check, bank draft, postal or express money order, 
payable to the Treasurer of the United States. Unless otherwise specified by 
the Government, payment of the full purchase price, subject to any adjustment 
for variation in quantity or weight pursuant to Condition No. 8, must be made 
prior to the date specified for removal and prior to delivery of any property. 
If any such adjustment is necessary, then payment must be completed, unless 
otherwise specified by the Government, immediately subsequent to adjustment. 
If the successful bidder fails to make full and final payment as herein provided, 
the Government reserves the right, upon written notice to the successful bidder, 
to sell or otherwise dispose of any or all of such property in the Government's 
possession and to charge the loss, if any, to the account of the defaulting bidder 
The original Purchaser will in‘no way be released from full compliance with 
the terms and conditions of the sale by his resale of the property. 

6. TrTLt.—Title to the items of property sold hereunder shall vest in the 
Purchaser as and when full and final payment is made, unless otherwise speci- 
fied by the Government, and except that if the contract provides that loading 
will be performed by the Government, title shall not vest until such loading 
and such payment are completed. On all motor vehicles and motor-propelled 
or motor-drawn equipment requiring licensing, a certificate of release, Standard 
Form 97 (or a State certificate of title, if such a certificate of title has been 
issued to the Government), will be furnished for each such vehicle and piece 
of equipment. 

7. DELIVERY AND REMOVAL OF PrRopeRTY.—The Purchaser shall be entitled to 
obtain the property upon vesting of title of the property in him, unless other 
wise specified in the Invitation to Bid. Delivery shall be at the designated 
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jocation, and the Purchaser shall remove the property at his expense. The 
Purchaser shall reimburse the Government for any damage to Government 
property caused by the removal operations of the Purchaser. If the Purchaser 
fails to remove the property within the specified time, the Government shall 
have the right to charge the Purchaser and collect upon demand a reasonable 
storage charge if the property is stored on premises owned or controlled by 
the Government, or store the property elsewhere for the Purchaser’s account, 
and al] costs incident to such storing, including handling and moving charges, 
shall be borne and paid by the Purchaser; in addition to the foregoing rights, 
the Government may, after the expiration of thirty (30) days after the date 
specified for removal, and upon ten (10) days’ written notice (calculated 
from the date of mailing) to the Purchaser (which ten (10) days’ written notice 
may, at the option of the contracting officer, be included either partly or wholly 
in the thirty (30) days specified above or may be in addition thereto), resell 
the property, applying the proceeds therefrom against the storage and any other 
costs incurred for Purchaser’s account. Any details regarding removal of the 
property as may not be provided for herein, shall be arranged with the contract- 
ing officer, which arrangement shall be reduced to writing. 

8. ADJUSTMENT FOR VARIATION IN QUANTITY OR WEIGHT.—Any variation be- 
tween the quantity or weight listed for any item»and the quantity or weight of 
such item tendered or delivered to the Purchaser will be adjusted on the basis of 
the unit price quoted for such item; but no adjustment for such variation will 
be made where an award is made on a “price for the lot” basis. 

9. WEIGHING.—Where weighing is necessary to determine price hereunder, 
the Purchaser, unless otherwise provided, shall arrange for, and pay all expenses 
of weighing material, including all switching charges incurred. In case of re- 
moval by truck, weighing shall be under the supervision of the Government, and, 
at its option, on (@) Government scales, or (b) certified scales in the vicinity 
of the location of the property, or (c) certified scales in the vicinity of the 
Purchaser’s establishment, or (d) other scales acceptable to both parties. 
When removal is by rail, weighing shall be on railroad track scales, or by 
other means acceptable to the railroad for freight charge purposes. Govern- 
ment approved weighing shall govern payment. 

10. Risk or Loss.—(1)After mailing notice of award, and prior to passage 
of title to the Purchaser, the Government will be responsible for the care and 
protection of the property and any loss, damage, or destruction occurring during 
such period will be adjusted by the contracting officer. (2) After passage of 
title to the Purchaser, and prior to the date specified for removal, the Govern- 
ment’s responsibility will be limited to the exercise of reasonable care for the 
protection of the property. (3) After the date specified for removal of the 
property, all risk of loss, damage, or destruction from any cause whatsoever 
shall be borne by the Purchaser. 

11. LIMITATION ON GOVERNMENT'S LiABILity.—In any case where liability of the 
Government to the Purchaser has been established, the extreme measure of the 
Government’s liability shall not, in any event, exceed refund of the purchase price 
or such portion thereof as the Government may have received. 

12. VERBAL MopIFICATIONS.—Any oral statement by any representative of the 
Government, modifying or changing any conditions of this contract, is an expres- 
sion of opinion only and confers no right upon the Purchaser. 

13, COVENANT AGAINST CONTINGENT Fres.—Purchaser warrants that no person 
or selling agency has been employed or retained to solicit or secure contract 
upon an agreement or understanding for a commission, percentage, brokerage, 
or contingent fee, excepting bona fide employees or bona fide established com- 
mercial or selling agencies maintained by the Purchaser for the purpose of doing 
business. For breach of this warranty, the Government shall have the right to 
annul this contract without liability or at its option, to recover from the Pur- 
chaser the amount of such commission, percentage, brokerage, or contingent fee, 
in addition to the consideration herein set forth. 

14. OrFictats Not To Benerit.—No Member of or Delegate to Congress or 
Resident Commissioner shall be admitted to any share or part of this contract 
or to any benefit that may arise therefrom, unless it be made with a corporation 
for its general benefit. 

15. Disputes.—Except as otherwise specifically provided in this contract, all 
questions of fact involved in disputes arising under this contract shall be decided 
by the contracting officer, whose decision upon said facts shall be final and con- 
clusive upon the parties, subject to written appeal by the Purchaser within 
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thirty (30) days to the head of the department or his duly authorized representa- 
tive, whose decision on said facts shall be final and conelusive upon the parties 
hereto. In the meantime, the Purchaser shall diligently proceed with per- 
formance. 

16. DEFINITIONS.—(a) The term “head of the department” as used herein shal] 
mean the head or any assistant head of the executive department or independ- 
ent establishment involved, and the term “his duly authorized representative” 
shall mean any | erson or persons, other than the contracting officer, authorized 
to act for him, or any board set up in accordance with regulations. 

(6) The term “contracting officer” as used herein shall include his duly 
appointed successor and his duly authorized representative. 

17. Deposits og Bonps to Accompany Bips.—Bids must be accompanied by 
bid deposits of cash, cashier’s check, bank draft, certified check, express or 
postal money order made payable to the Treasurer of the United States, bonds 
or notes of the United States (at par value) deposited in accordance with 
Treasury Department regulations (see Armed Services Procurement Regula- 
tion 10-202) or by a bid bond on the Standard Form 24, “Standard Government 
Form of Bid Bond (Construction or Supply).” in an amount equal to at least 
20 percent of the total sum of the bid. Bids received not accompanied by the 
required bid deposit or bid bond may not be considered. If the bidder does not 
receive an award or if a bid deposit exceeds the total sum bid on the items 
accepted by the Government, such bid deposit or excess thereof will be promptly 
returned to the bidder or purchaser. In other cases, the bid deposit will be 
retained as a guaranty for faithful performance of the contract, provided, how- 
ever, that if a bid bond is submitted, it must be replaced immediately upon the 
acceptance of the bid by a Performance Bond on Standard Form 25, “Perform- 
ance Bond (Construction or Supphy),” in an amount equal to at least 20 percent 
of the total sum of the items awarded or the bidder may deposit cash, cashier’s 
check, bank draft, certified cheek, express or postal money order made payable 
to the Treasurer of the United States or bonds or notes of the United States 
(at par value) deposited in accordance with Treasury Department regulations, 
but such performance bond or deposit shall not in any event exceed 100 percent of 
the award, and provided further, that if the deposit consists of cash, cashier’s 
check, bank draft, certified check, postal or express money order or United 
States bonds or notes and the contract by its terms cannot be performed in less 
than 30 days, the purchaser shall have the option of substituting a performance 
bond on Standard Form 25 in an amount equal to 20 percent of the total sum of 
the items awarded. 

18. ADJUSTMENT FOR VARIATION IN QuANTITY.—The Government reserves the 
right to vary the quantity tendered or delivered to the purchaser by 25 percent. 
If the Government tenders or delivers a quantity up to 25 percent in excess of 
that stated in the invitation for bid, the purchaser agrees to accept such quan- 
tity and pay the Government therefore at the unit price set forth in this contract. 
If the Government tenders or delivers a quantity less than that stated in the 
invitation for bid, the purchaser agrees to accept the quantity tendered or 
delivered, unless the variation exceeds 25 percent of the quantity stated in the 
invitation for bid. In such event, the Government will refund the purchaser 
the difference between the quantity paid for and the quantity delivered, cal- 
culated upon the basis of the unit price set forth in this contract. 

19. ANTIDISCRIMINATION.—The purchaser, in performing the work required by 
this contract, shall not discriminate against employees or applicant for employ- 
ment because of race, creed, color, or national origin. The purchaser agrees 
that these provisions will also be inserted in all of its subcontracts. For the 
purpose of this article, a subcontract is defined as any contract entered into by 
the purchaser with any individual, partnership, association, corporation, estate, 
or trust or other business enterprise, or other legal entity, for a specific part 
of the work to be performed in connection with the sale of property under this 
contract, provided ; however, that a contract for the furnishing of standard or 
commercial articles or raw materials shall not be considered as a subcontract. 

20. Scrap WARRANTY.—With respect to all scrap covered by this contract, the 
purchaser represents and warrants to the United States that such property was 
offered as scrap, purchased by it as scrap, and that it will sell and ship or use 
it as scrap, either in its existing condition or after further preparation. The 
purchaser further represents and warrants to the United States that it will 
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request a like warranty for any subsequent purchaser, who shall purchase this 
scrap or any part thereof. 

Norre.—The Act of June 25, 1948 (62 Stat. 749) (Title 18, U. 8. Code 1001) 
makes it a criminal offense to make a willfully false statement or misrepre- 
sentation to any department or agency of the United States as to any matter 
within its jurisdiction. 


SPECIAL PROVISIONS 


21. The wearing of these garments is subject to the Protection of the Uniform 
Act (10 U. S. C. 1803). Any wearer other than officer or enlisted man of the 
United States Air Force, or other person authorized by law to wear such uni 
form, shall remove all distinctive insignia before wearing these garments or be 
subject to the penalties prescribed in 18 U. S. C. 702. 

22. Whoever manufactures, sells, buys, or possesses any badge, identification 
card, or other insignia, of the design prescribed by Department of the Air Force 
for use by any officer or employee thereof, or any colorable imitation thereof, or 
photographs, prints or in any other manner makes or executes any engraving, 
photograph, print or impression in the likeness of any such badge, identification 
card, or other insignia, or any colorable imitation thereof, except as authorized 
under regulations made pursuant to law shall be fined not more than $250.00 or 
imprisoned not more than six months, or both, June 25, 1948, C. 645, 62 Stat. 731. 

23. TIME FOR REcEIvING Brps.—Bids received prior to the time of opening will 
be securely kept, unopened. The officer whose duty it is to open them will 
decide when the specified time has arrived, and no bid received thereafter will 
be considered, except that when a bid arrives by mail after the time fixed for 
opening, but before award is made, and it is shown to the satisfaction of the 
officer authorized to make the award that the nonarrival on time was due solely 
to delay in the mails for which the bidder was not responsible, such bid will 
be received and considered. Late bids bearing marks of metered devices will 
not be considered. No responsibility will attach to an officer for the premature 
opening of a bid not properly addressed and identified. Unless specifically 
authorized, telegraphic bids will not be considered, but modifications by tele- 
graph of bids already submitted will be considered, if received prior to the hour 
set for opening. 

24. The Government will not pack, crate, nor arrange for shipment of property 
described in this invitation for bid, nor will it act as liaison between purchaser 
and commercial and/or freight companies. If the purchaser arranges for com- 
mercial packing. crating, or shipment, purchaser will notify the Contracting 
Officer by letter of the name of the agent authorized to remove and sign for the 
property. 

25. Material to be signed for and removed by original purchaser or authorized 
representative ; removal hours 8:00 A. M. and 3:30 P. M., Monday through Fri- 
day. No deliveries made on Holidays. 

26. THe CoNTRACTOR AGREES to exercise due caution at all times in removing 
property to be sold hereunder. The contractor further agrees that the Govern- 
ment will not be liable for any damage or injury to the property and/or persons 
which may be occasioned by performance under this contract. 

27. Bidders are advised that when removing material purchased on this bid, 
which will necessitate the use of Government and Railroad equipment, the Con- 
tractor will be required to reimburse the Air Force for the use of its railroad 
equipment and man-hours while switching cars, as follows: $7.50 per car. Pay- 
ment for the above services will be rendered before material is removed from 
this depot. 

28. The Government may, without liability, withdraw any or al) items prior 
to award. 

29. No information as to award will be available at the opening of bids. Any 
bidder or his duly authorized representative may be present at the opening of the 
bids. In order to save time and money on long-distance telephone calls, infor- 
mation as to awards will be available approximately 72 hours after bids have 
been opened. After such time, information with respect thereto will be fur- 
nished upon request of any bidder, or his duly authorized representative, unless 
itis ascertained that the information is desired for an improper purpose. 

30. Bidders are warned that failure to comply with Par. 3, General Sale Terms 
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and Conditions, requiring bids to be submitted on the basis of the UNIT speci- 
fied for each item, may result in rejection of such bids by the Contracting Officer 

81. Any cost incurred by the Government in the removal or assisting in the re- 
moval of this material will be reimbursed by the Contractor. 

32. All items to be sold FOB Tailgate, As Is. 

33. No allowance in weight for cartons or baling material when sold by weight. 

34. Each item will be sold on “ALL oR NONE” basis. 

35. Bids are required in ORIGINAL only. Any award as a result of this Invita- 
tion will be in the form of an authenticated copy of the contract. 

_ 86. Bidders must fill in appropriate clocks on page 1, with regard to number 
of employees and soliciting or securing contract. 

37. The purchaser warrants that he (she) is not an officer, enlisted member, 
or employee of the Federal Government, nor an agent for any of the above-men- 
tioned persons. 

38. Payments on any contract(s) resulting from this Invitation will be mailed 
or delivered to the Commander, Wilkins Air Force Depot. ATTN: MHPR/Ruth 
H. Davis, Shelby, Ohio. 

39. Reference Item No. 61—Nylon: Material located at Wilkins Air Force De- 
pot, Marion Branch, Marion, Ohio (Building #3). For inspection appointment 
eall Wilkins Air Force Depot, Sheiby, Ohio, Phone 41610, Extension 204. 


INSTRUCTIONS To BIDDERS 


Envelopes containing bids must be sealed and marked in the upper left-hand 
eorner with the name and address of the bidder, identification of the invitation 
and the date and hour of opening. 

Bids should be filled out in ink, indelible pencil, or typewriter. 

Bidder must show total amount bid on last sheet on which a bid is entered 
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AS . PAGE NO [CONTRACT NO. 
FLEET eee cee ak SALE OF Cammang PROPERTY ‘ 

: gameces INVITATION, BID, AND ACCEPTANCE 
REGULATION NOS NO. 3 (CONTINUATION SHEET? VEE P55. 


TO DE SUPPLIED BY BIODER 
Na’ | DESCRIPTION AND LOCATION OF PROPERTY a, MERE owe De TOTAL PRICE &D 
| ottass | cone 


V2I} Shoes, gym, men's, size et atbeeee ie 
High cotton duck, "olive dyab 
upper. Unused. Approx. 
gross weight -2,364-1b. Gost- 
$1; 013.20. FOB Tailgate. 
As I e* 


Shoes, gym, -men'a, sizg 5-1/2 
High cotton duck, olive drab 
upper. Unusede Approxe 8 el ff 
weight 13326 1d. Cost 5 . MS 
FOB Tailgate. As Ise: 


Shoes, gym, men's, size Gs 
Haigh cotton duck, olive drab 
upper with black rubber solo. 
Unused, Approxe gross woight 
1,396 1d. Cost $593.30. 

FOB Tailgate. As Is. 


Shoos, gym, men's, sizo 4 1/2 
High cotton duck, Pnes) ~ 
uppor. Unusod. 

gross woight 138 - 

$56.65. FOB eh wn 

Shoes, ayn, en's, cama ° 
High cotton mae oliyo drab 
upper with sole. 
Unusede os ‘groSs weight 
202 1b. (965 85 

FOB oe Iee 


Panties, I eile winter, oli 
drab. Size largo. 50p~ vir- 
@in wool, 50% rayon. Unused. 
Approx. gross woight 4,085 1b 
Cost $10,499.00 

FOB Toilgeto. As Is. 


CAUTION: INSPECT THE PROPERTY i 
NAME OF BIDDER ~ 





EACH SHEET OP BID 
enue SHOW NAMB 
F NIDDER 


STANDARD FORM ! L4a q 
AUGUST 1980 EDIT 





ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 473 


STANDARD, FORM 114A SALE OF GOVERNMENT PR TY PAGE NO.| CONTRACT NO. 


Pe bro al Pi ‘PROPERTY MANAGEMENT “OM INVITATION, BID, AND ACCEPTANCE 9 


ns ee NO. 
{CONTINUATION SHEET) 


~602—8-55 


Ty TO SE SUPPLIED By BIDdDEea 
TTEM | DESCRIPTION AND LOCATION OF PROPERTY eae, eee ed pmce so | tora. paras pace a0 
PER UNIT | pounsas | CENTS 


Undershirt, men's, size ey cowl 
50 cotton, 50h-wool. Pull- 
over with sleeve full length. 
Used. Approx. Nn weight 
1,610 1b. Cost $3,944.50. 
FOB Tailgate. as ise 


Belt, cartridge, olive drab, 
water repellent. Unused. 
Approx. grose weight 2,159 1b 

st $2,783.17. FOB Tail- 
gate. as Is. 


Panties, women's summer, rayor 
large, Unusede Approx. 
gross weight 2,015 lb. Cost 
$3,574.00. FOB Tailgate. 

As Is. 


Shoes, gym, sizo 6 1/2. 
Cotton duck, olive drab upper 
with black rubber solo. 
Unused, — gross, wight 


4,166 1b. Cost $2, TH 
FOB TaliGals, As Ia i; 


black rubber Se 
Approx. een B 
Cost $3,7, <> 


gate. As Be 


Shoes, gym, size & Cotton 
duck, olive drab upper, black 
subber sole. Unused. Approx 
gross woight 17,086 lb. 

Cost $7,261.55. FOB Tail- 
gate. As Ie. 


CAUTION: INSPECT TH@ PROPERTY 
+ NAME OF BIDDER 
EACH SHEPT ©} 
SHOULD DSH Ne 


senses 


STANDGRD FORM 1144 
ASUGUST 1650 EDITION 
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ene SALE OF GOVERMAIENT FROPERTY mrennett ore 


caneotae, 5, Woy cman serve See icne “OM INVITATION, BID, AND ACCEPTANCE INVITATION NO. 
REGULATION NO. 3 IGONTINGATION SHEET) 602=8~5F5 


TO BE “SUPPLIED BY woven 
DESCRIPTION AND LOCATION OF PROPERTY er Gnd ewe w TOTAL peace ao 
| ocusns | Cons 


ro ig eyn, size ll. en 
Olivd drab tpger, v2 
her adle. ‘Unused. 
Approx. gross wight 13,538 
lbe Cost %, ee * 
FOB Tailgate. «se Is. 


‘Shoes, om. _s 9 1/ee 
Cotton ojive 
black rubber wahoo. tan 
soor Toke _@rcoss we 

’ ae te FoR Rae 
gate. Y 


Shoes, gym, size li. Gobvoa | 
duck, Olive drab upper, 1a6 
rubber 8010. Unused, 
Approx. grcss woient, 778 lbs 
Cost $262.65. B Tail 
gate, as Is. 


Shoos, gym, 6izo 9. _ 

dusk, clive crab up 

rubber sole. 

gross woight 7,666 

Gost $2,754.85 , 

gato. as Is. ff aN 
i 


Shoes, gym, /140.10 ° 
Cotton duck / olive afab upper 


black r Nee, le. Unused. 
Approx. eraeeotann 26,490 
lb. FOB Tofigate. As Is. 
Cost 99, 556 25. 


Shdes, cym, size 13 1/2, 
Cotton duck, olive drab uppe: 
black rubber solo. Unused. 
approxe gross weight 125 lb. 
Cost ¥39.10. FOB Tail~ 
gate. As Ia. 


CAUTION: DISPECT 


NAME OF 
HD TEE IS 


STANDARD FORM 1 4A 
AUGUST 1860 YOITION 
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PAGENO.I CONTRACT NO. 
*,NOARD FORM 1144 ‘ 
Scinar tate onan LALE OF GOVERNMENT PROPERTY 

avuED RVIC 
pansons AL = M. ANAGEMENT a INVITATION, BID, AND ACCEPTANCE ll INVITATION NO. 
REGULATION NO. 3 (CONTINUATION SHEET) 33- 8-5-3 


TO BE SUPPLIED BY BIDDER 
DESCRIPTION AND LOCATION OF PROPERTY MEASted ace mo] TOTAL PRce TO 
PER UNIT qi 


SALE OF SURPLUS ITs 


V2I | Shoes, gym, size 11 1/2. 
Cotton duck, olive drab uppar, 
bleck rubber sole. * Unused. 
approx. eross woicht 14,146 1b 
Cost 43,887.90. FOB Taile 
gate. As Is. 


Shoes, gym, size 10. Cotton 
duck, olive drab upper, black 
rubber sclo. Unused. 

Approx. Bross woicht 63,390 1b 
Cost 16,440.75. FOB Tail- 
gato, As Is. 


Hammock, jungle complota. 
Cotton cloth, synthotic risin 
coated. Unused. «approxe 
gross weicht 52, 960 lb. 

Cost $117, 1M 31. * FOB Tail- 
gate. As Is. 


Bas, sleeping Kapok, Unused. 
“pproxe gross weight 1 \LDe 
Cost 43,137.50. 74 Be. 


gate. as Is, Sw ~ 
Socks, men's, ry, vy 
white, 75p ‘woos {256 Fete. 
Unused. «pp gro t 
580 1b. Soy aL. 
FOB Tailcatds (yp Ise 


Boot, knoc,* yor coatod 
fabric, brown upper, rubbor 
sole ani hcoel. Thruo buckol 
at instop with knoo tako up 
strap. Unused. Approxe 
gross woicht’ 3,138 1b. 

Cost ~5,637-94. FOR Tail- 
gate. As Is. 


CAUTION: INSPECT THE PROPD) 
NAME OF BIDDER 


STANDARD FORM 314A 
*UGUET 1980 EDITION 
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CONTRACT NO. 


© BE ona BY BIDOER 


STANIARD FORM 114A SALE GOVERNMENT PROPER 
AUCBRT 1280 OY. CENERAL SERVICES ADM. Seemien BID, AND een 
panes ‘ INVITATION = 
wensouas, puceente — (CONTINUATION SHEET) 
STEM | DESCRIPTION AND LOCATION OF PROPERTY | QUANTITY parce Dio | TOTAL PRice on 
+ tr UNIT 
SuLE OF SURPLUS ITmis 
21. |V2H| Shoes, flying. Blectrio ove 


326 


55 


36. 


shoe insert. Mfg by General 
Eloctric.e. Unusede Aprox. 
Gross weight 12,758 1b. 

Gost 960,600.50. OB Tail~ 
gate. As Is 


V2H| Shoe-Flying. Elestric Over= 
shoe ingert. Mfg. by Genoral 
Bloctric. ST tee Approx. 
ross weight 7,756 lb. 

Cost 940,264.02. FOB Tail- 
gate.. Aas Ia, 


Q2 | Croopers - Ico adjustable 
short spiked. Complpte with 
strops & bucklos. Unused. 
“pprox. gross, weight 106,640 |, 
lhe Cost 995 ,786056 a 
FOB Tnilante, As Is. 


Q2 | Binders-Ski, #ountain, with 
accussoriocs, ad justors,--~~. 
vracket cohlor, trong Adj 
platos. Unusod. APE 
cross woicht 7,057 lbs. ee 
97,065.00. MOB ASLIRRtrY 
As Is. if 3} 

+ 

13 | cnso-nispatoxe-: Seagten 
Wedd strap él o drab. Un- 
used. 4pP 238 woight 
4675 Lhe Sakey 7,087.08. 
FOB Tailgate. % 8. 


x3 | Case~- Rockot, cotton duck, 3 
Rocket, size. Unused. Ap rox 
| (ross weirht 8,600 lb. 
Cost 420, Wh 040. FOB Tail- 
ratee as Is. 


CAUTION: INSPECT THR FROFERTY 





[NAME OF BIDDERS 
EACH SHEET OF Bi ! 


SHOULD © SOW NAME 
OF BIDDER 





STANDARD FORM ! 4A 
AU 


Gus? 199u CoIT 
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- PAGENO| CONTRACT NO. 
A rx ROP 
sTasio: Ber 14a sas OF COMnenG- meer 
PREGCRIVED OY GFNERAL STRVICES ADM. INVITATION, BID, «ND ACCEPTANCE 


13 
Pais? (CONTINUATION SHEET) a 8-5-3 


TO Be SUPPLIED BY BIDDER . 
DESCRIPTION AND LOCATION OF PROPERTY eta |MenSoad ece ure ] TOTAL PmcE gIO 
PER UNIT DoLARs =| Cenrs 
SaL® OF SURPLUS ITzys 


37. }X3 | Carriey-Wire cutter, cotton | 2,476 oa 
duck, olive drab. Unused. 
Approx. gross weight 480 1b. | 
Cost ~1,263.78. FOB Tail- 
gate. As Is. 
PocketeAmmo. magazine. 46, ey | 
fastener flap/ aoe 
Approx. cross weight 9,269 lb. 
Cost $3,251.08. FOB Tail- 
gate. as Is, 


| 
cow | 
| 


> 
ners 
Sn, 


C8 


Eyoshicld-Plastic, with snap 
Clastic hendband, closr and 
dark lons. Unudod. Approx. 
eross woight 10,246 lb. 

Cost 941,757.44. FOB Thil- 
gato. «as Is, 


Gogglos-Gonornl purpose lons, 
Plastic, groon polarizing. 
Black rubber elastic ~~ 
Unused. Approx. gro 


73,007 1b. Cost P1604 pa, 
FOB Tailgate. is I a, 


Gogglos=Sun tes ey 153,777 
Plastic lons. Be 

Optical Co. de sol 

eross weir As. Sr 

Cost 9230 sp 

FOB Tailca ae" = Is. 


Bench-Piano, abe, 30 in. 
long, 16 ine wide, 19 in. 
hirh. Unused. Approx, gross 
woicht 2,100 1b. Cost ##17.% 
FOB Tailzate. «as Is. 


Cloth-Burla», Juto, flame 
proofed, 7% oz. 100 yd. roll 
2 in. wide. Unused. Approx. 


gross weifht 16,666 1b. 
CAUTION, iNaPRCT THe PROEBITY 


seS0LS Siow Naan — 


Mi DE! 
'ANDARD FORM 11 
*Kieuet 1980 cornon 
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STANDARD FORM 114A 
‘0 


Cloth-Burlap Continnpd 
Cost vl10, 960.00 .. 
FOB Thilgate. as la. 


Conteinor-Kit, Blood Plasma, 
Canvas. Unused. «aprroxe 
gross weicht 1,094 lb. 

Cost $1,916.32 

FOB Tailgate. as Is. 


Cartridco-Filter for type A 
Class 1-2, Bespirator.e Unused. 
Approx. gross weicht 14,122 1b 
Cost 28, 907.60. 

FOB Tnilgate. «as Ia. 


Paint-Faco Comaf. White Fonm, 
Stick form, tubular, 3" X 18 


Cost ¥10, 902.40 . 
FOB Toilzato . «as 


Unused. app 
woight 3,363 lbe , 
9, 795+59- f 
FOB Tailgato. Agi Ia. 
Ms 


‘, 
. 


Tent-Shelto: 
lines and 

ApproXe Ero 

Cost 488, 063-90°> 
FOB Teilgnatc. As Je. 


Tent-Rope, cotton 5 ft lencths 
Unused. Approxe fross weicht 


5S41be Cost $411.92. 
FOB Tailcate. As Is. 


EACH SH’ OF BID 


STANDARD FORM 1144 
AUGUST 1850 EDITION 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 479 


FORM 114A SALE OF GOVERNMENT. PROPERTY 
GY GENERAL SERVICES ADM. INVITATION, BID, AND ACCEPTANCE 
— as (CONTINUATION SHEET 


Panties-Women's, Winter, size 
~—ate, 50p wol, 50 ete, 
E78. 876. Ib. Cost “anan.9- 
FOB Tailgate. As Jeu 


Drawere-Men's, Winter, various 
sizes, 5p wool, 50% cotton, 
ane For weight 
3,,61%.00. 


fabric brewn uppor, rubber. 
sole and hheot, three ‘buckle, 
size ll. '- Unused. AprToke 
gross weight %,d60 Xb. 
Cost 23, 519A * 

FOB Toilgetas. As Is. 


plete with webdt-straps ¢ 


buckels. Unused. S769: 
gross woight 6,176 ‘1 

Cost Sout ¥10,5¥¥e8ie 

FOB Tailgato. saber 


ff 


Belt-Cartridge, peton} wobbing 


Boote-Ski, mon's, size 4B, 
lenther with rubber eole a 
heel. Unused. Approx, gross 
weight 8,904 lb. 

Coat $27, 080656. 

FOB Tailgate. As Is. 


NAME OF BIDDER 
CH SHEET OF SID 
SQUID Siew NAME 
OF BIODER | 


on ENDARD FO 114A 
UST 1990 EQHITION 
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ONTRACT NO. 
STAN! me FORM 114A ow 


SALE .OF .GOVERNMENT. PROPERTY 


MIRED BY GENERAL. sunvicEs ADM. INVITATION, BID, AND ACCEPTANCE ’ 
Rau anaie HO. 3 (CONTINUATION SHEE) re a-8-55-3 


TO SE SUPPLIED BY BIDDER 
STEM | DESCRIPTION AND LOCATION OF PROPERTY TOTAL PRICE BID 
}_vouans | cues 


56. 


capeenceeies of plagtic, 
wator tf, rifle covera,. 
size & in. : 56-ine Unused. 
Approx. cross woight 197,160 
lbde> Cost $136,403.55. 

FOR Teilgste. Aste, 


Bags-oonsisting of sanvas 


Sardine scyors. Umused. 
Approxs cross. weight 36,562 


STANDARD FORM 1144 
AVGUGT 18680 EDITION 
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Colonel Burceson. Lieutenant D’Angelo, could you give me the last 
four numbers on that, sir ? 

Mr. Liescoms. 55-3, Wilkins Air Force Depot. ie 

Mr. Batwan. Why is it that you people say that spot bid is for 
the common items that people can come in and take a look at and yet 
you find spot bids that have a thousand pounds of electric-shock 
connections, cables, andso forth? Even parts, aircraft parts, used and 
unused, 6 at 1,500 pounds? I thought this was not the type of stuff 
for spot-bid sales. 

Colonel Burezson. A lot of that property is generated from recla- 
mation programs. In other words, we have a critical item in this 
gadget and we go in there and take out that critical item that 1s 
needed. The outside box in itself is used, reparable condition, may- 
be obsolete, but there is a critical item in there that we need so we go 
in there and take out this item. 

In doing that we have to take off certain switches, panels, brackets, 
bolts, and nuts that are not itemized by part number. That stuff, 
to go down and itemize this switch against this bracket is administra- 
tively not practicable, so all of this residue is thrown over here as a 
conglomeration of almost the same type of items, and it is not big 
enough; we can’t identify it to advertise it for a sealed bid. 

You almost have to look at it to see this conglomeration of stuff 
that is left over from a reclamation project, and that often happens. 
I don’t know whether that happened in this case or not, but it is one 
of those things that we try to dispose of. 

Mr. Bartwan. You have six pallets and the committee has been 
down at Warner Robins there. It is definitely not a normal merchan- 
dising procedure to sell 1,500 pounds of aircraft parts. The aircraft- 
parts man will not sell it by the pound, like bananas or potatoes, and it 
is economically not possible for you to do that kind of work. You 
admit that. It is a merchandising job of sorting, labeling, and every- 
thing that you people are not in the business to do, so that you leave 
it in great big pallets there and say, “How much am I offered for these 
six pallets ?” 

Mr. Hortrretp. And, in addition to that, the holding until needed 
by the individual rather than having him come up and have to bid 
on a thousand pounds of things which he has little idea whether he 
needs or not. 

Had you finished your prepared statement ? 

Colonel Burcrson. No, sir, Mr. Holifield. I was going through the 
Riehlman committee intermediate report. 

We had covered the sixth intermediate report and recommendations. 
Of course, the only one we covered is the one on merchandising. 

Mr. Batwan. Had you finished that one? 

_ Colonel Burezson. Yes, sir; I had. The next one is on business 
incentive and the subcommittee recommendation was that the Secre- 
tary of Defense consider immediately means to bring about higher 
returns to the Government from sales of surplus property. 

'he-most important step taken toward the reeltuatiad of a higher 
present percentage of return has been the use of improved marketing 
and eet techniques in the presentation and sale of surplus 
property. , 





482 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


These techniques vary in method, but are all designed to present 
surplus property in the most favorable manner in order that buyer 
interest 1s stimulated and higher monetary returns result. 

An attempt is always made to select the most appropriate method 
of sale, considering the type and quantity of the property available. 

A variety of sales methods are provided, each having its advantages 
and disadvantages, and each peculiarly situated to certain sales 
considerations. 

For example, since aeronautical property is a major portion of the 
total surplus property generated, it was necessary that particular 
attention be given to the sales methods used in its disposal. 

Through analyses of the results of its sale by auction and sealed bid, 
it was clearly evident that no difference existed in gross return, with 
the net return through auction sales being smaller because of the higher 
costs of conducting an auction. 

(See appendix, exhibit D, p. 683.) 

Mr. Batwan. Is that right, you people have a lower return from 
auction sale than from sealed-bid sales? 

Colonel Burcrson. For these particular types of equipment, that is 
right, sir. 

Therefore emphasis was placed on the sale of aeronautical prop- 
erty by sealed bid rather than by auction. The sale of other types of 
property has been similarly examined. 

Prior to the increased emphasis on better merchandising techniques, 
nearly all Air Force surplus was sold by the sealed bid method of sale. 
It was apparent, however, that, because of the continually increasing 
quantities of surplus property being generated on the depot level, it 
was necessary that a sales medium, which would allow economical yet 
expedient disposal be found. 

In addition, an efficient, but simple sales method was needed for 
use at the base level where small quantities of property generate. 

To satisfy this requirement, the auction sale for large generations, 
and the spot bid sale for small generations were tested and developed. 

The results of some 20 auction type sales held during the period 
March 1954 of property having an acquisition cost of $94,043,301 was 
sold for a gross return of $5,380,459, or a percentage of 5.72. 

The new spot-bid method of sale is in wide use today. It has been 
widely acclaimed and is definitely satisfying the need, particularly 
of the local individual and small business. 

In the period November 1954 to March 1955, property having an 
acquisition cost of $17,810,792 was sold for a gross return of $822,796, 
or a percentage of 4.6. 

Perhaps the most significant advancement toward better marketing 
has been the establishment of the national bidders control center which 
is centralized system for maintaining the names of prospective bidders 
on Air Force surplus property. rough its use, we have assumed 
maximum distribution of Air Force surplus property. Through its 
use, we have assured maximum distribution of Air Force sales notices 
to all interested bidders, thus bringing about maximum competition 
and higher return. 

Mr. Batwan. Can this be described as a type of passive merchandis- 
ing as contrasted with aggressive merchandising with salesmen going 
out in the field? , 

Colonel Burazson. Are you speaking now of the national bidders’ 
control center? 
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Mr. Batwan. Yes. This is a mechanical device the general has 
explained. 

Colonel Burarson. That’s right. ' 

Mr. Batwan. In which you people—the committee wants to be noti- 
fied of sales, do you write to AMC and AMC tells the people at Kelly 
to put the whole subcommittee on a mailing list? 

Colonel Burexrson. That’s right. 

Mr. Batwan. Does it amount to anything more than that! 

Colonel Burerson. That is all it amounts to, sir. 

Mr. Hotirrevp. Let me tell you what some of these peopledo. When 
they get these returns or these advertised lists, I have had some of your 
own customers, — buyers come in and say to me, “Now look at this 
group of items here. These items cost $25 apiece. You know what 
I'm going to bid for them when I go down there? I’m going to bid 
for them when I go down there, 25 cents apiece or I’m going to bid 
maybe 50 cents apiece for these items.” 

They cost $25 apiece and I’ve had them tell me, “I’m going to get 
them too. I can afford to buy a $25 item at 50 cents and I can put them 
in my warehouse and gradually put them out. 

“Maybe I’ll get 12 and a half or 138 or 15 dollars for them, according 
to what the market needs.” 

They come to members of this subcommittee and show us these lists 
and say, “Now we’re only going to bid 3, 4, or 5 percent on this and 
we're going to pick it up and take it to our warehouse and we’re going 
to get 10, 15, or 20 dollars out of it.” 

Lieutenant D’Anceto. Sir, was this a friend of yours? 

Mr. Hortrretp. Well, these are different people that come to me. 
I’ll tell you one fellow that came to me that’s in the propeller business. 
He came to me—this is about 2 years ago, as a matter of record. This 
man is selling propellers. He furnished the trade propellers, and he 
came to me with an unusually large offering of propellers, and I can’t 
remember today what those propellers cost. It seemed like to me they 
were around $250 apiece. They were being offered at Kelly Air Base. 

Mr. Rreuitman. $1,800. 

Mr. Hoxrrrevp. I don’t remember what it was, but anyway he was 
going down there to buy those at about 5 cents on the dollar, and he 
said “As a matter of fact I don’t need them. I’ve got plenty, but if J 
can get them for 5 cents on the dollar I'll store them.” 

He said, “This is a shame these things should be sold at this price” ; 

he said that as a taxpayer. 
_ I called up Jess Larson and he stopped the sale. He said not only 
is It a Shame to sell these brandnew propellers but he said there is an 
overseas need for these right now in some foreign country that we 
were furnishing supplies to. So we stopped that particular sale. 
Now I don’t know how many other sales are like that that are going 
on where expensive items are being dumped in quantities. 

Maybe they are obsolescent to your needs, you see, but I understand 
there is still some of those three-motored style planes being used in 
South American countries and probably a lot of these parts that are 
now obsolete to the Air Force need are being used in planes by South 
American aviation companies and in other places throughout the 
world, which look to these regular suppliers—they can’t come over 
and buy this, you see, they’ve got to look to these regular su »ypliers— 
'0 get them because they may not need but 1 set of padrietlete this 

















484 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


month and they may need 5 next, and none for the next 6 months you 
see. But when they do get ready to buy them they are willing to pay 
a good price for them, and not a junk price, and that is why I keep 
coming back to this point that if a better method of distribution could 
be worked out on some of these particularly important things, I believe 
it would be of benefit to the Government. 

I know of that one particular case, and I have had other points called 
to my attention. We can get these people before us, before our com- 
mittee that will testify to the fact that they are buying good merchan- 
dise for 2 and 3 cents on the dollar in many, many instances which has 
general use, but you can’t dump it all on them at once you know. 

Colonel Burcrson. Our point here with regard to the national. bid- 
ders control center of course was we are actually expanding our market 
by getting worldwide coverage or United States-wide coverage where 
conditions warrant it, where people have express interest. 

So I think to some degree it would be beneficial in overcoming the 
situation that you just mentioned. 

Mr. Houirtetp. At least you’d get more people that might be inter- 
ested in it. 

L agree with you that that is an improvement. 

Mr. Batwan. This is your answer to what you have done concern- 
ing business incentives. 

Colonel Burerson. That’s right, sir. I might say the byproduct of 
this, that by maintaining this one you see, this United States-wide 
list or worldwide list, that we are saving similiar listing being main- 
tained by other basis, so actually it is a double saving. 

Mr. Hotirieip. Let me ask you on this point, have you ever con- 
ducted a screening which would be nationwide ? 

Let us say that you would call for all generators, all excess gen- 
erators to be dealt with and declared as of a certain date, maybe 5 
months from now or 6 months from now, and all of your people at all 
of your bases all over the country would know that they would gen- 
erally screen and declare excess and finally surplus of all of the items 
of one class, automobile parts for example? In other words, be a 
nationwide screening and declaration at one time / 

Colonel McCamrsetyu. That is, I believe, if I understand your ques- 
tion correctly, what we do at the first of the fiscal year when we have 
run our requirements computations. 

The property c'ass manager looks at his stock position on eac)) 
individually classified item and he comes up, “Do I have to buy: 
Am I all right, or do I have excess?” 

At that point he makes a determination whether he buys throug! 
procurement, whether he has sufficient stock on hand or whether he 
has excess and should dispose of it. And that is done at one control 
point once each year for each of these items that we generally scree! 
through this. At that point is when all generators worldwide under 
Air Force control would be declared excess. 

That information then goes into our stock catalog that this item 
is a disposal item or this item should go to class 27 of screening along 
the other services or what. 

Mr. Batwan. Are you familiar with the General Accounting fli’ 
study of your wes a re system and what they found co» 
cerning your stocks of automotive equipment ? 

Colonel McCa>PnELL. No, sir; I am not. 
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Mr. Batwan. And the control of automotive equipment? 

Colonel McCampse.u. No, sir; I am not. 

Mr. Batwan. Mr. Chairman, that was a General Accounting Office 
study that the subcommittee looked into in executive session. I just 
point out that the Warner Robins records, the central control point 
for automotive equipment revealed that there was very wide dis- 
crepancy between what Warner Robins thought they had and what 
actually existed in the field. 

Mr. Ho.trrevp. In other words, your inventory figures according 
to the General Accounting Office, are not accurate. In some classes 
they are not anywhere near accurate, so while your answer is partly an 
answer, it is not a complete answer because I want to go further than 
that and say it may be true that at this one time during the year you 
have a general list of excess from each base turned into a central 
point. 

I suppose that is what happens isn’t it? But could not plan dur- 
ing the course of a year to have general classes of supplies reported 
as of a certain date, and then offered for disposal as of a certain date 
so you’d have like to we have Apple Week or Pecan Pie Week, why 
you'd have a disposal of automotive parts in the month of July let us 
say. Is this possible? 

Is it desirable? I mean have you ever thought about it? AsI pick 
up these lists, I find everything in them from shoelaces to General 
Motors automotive parts, musical instruments, metal cabinet files, bear- 
ings, pilots’ helmets, furniture, tanks, trailers, pumps, truck dollies, 
automotive parts, automobile horns. You get such a great variety 
of offerings, I’m wondering if you would not be better off if you 
offered classes of merchandise on a nationwide basis so that all over 
the Nation that particular item would be put up in your disposal 
locations at a certain time and the trade that would be interested in 
that would know it. Is it possible for you to do that or not in main 
items ? 

_I know you’ve got so many items you could not do it overall every 
time. 

Colonel Burerson. We have possibly a million items in our supply 
system. 

Mr. Hortrretp. I know you do. 

Colonel Burerson. We have 15 different stock-control points, and 
this process while it starts at the beginning of the fiscal year takes 
throughout the year. Now I believe that the invitations that you 
have there are for the most part the generations from base activity. 

Mr. Batwan. Robins Air Force Base is in AMA area. 

Colonel Burerson. They also have their own base activities, sir. I 
don’t know the quantities involved there but quite likely that could 
be worn out property or obsolete property, obsolete to the require- 
ments of that particular base and for which there was no Air Force 
requirement. 
| Mr. Hotterep. The Hoover Commission task force did advocate 
some attempt to do nationwide screening and offering simultaneously 
of certain classes of merchandise that might have many different items 
in it but it would be the same classification. 

if it was furniture every type of furniture that you could think of 
might be in it, but it would be furniture. 
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Mr. Batwan. I think part of the Hoover Commission’s idea was 
to synchronize declarations of excess so that it might not only make 
it better for a department to screen and get more utilization, but when 
you people declare excesses in automotive parts, the Army is not 
probably doing that kind of review of its status of automotive parts 
and the Navy is not doing its review, and the General Services is not 
doing it so there is a kind of timing and synchronizing of declaration 
that the Hoover Commission recommended. 

Mr. Ho.irtetp. So there could be a knowledge among the services 
of the status of that particular classification of items at that time, 
and then it might provide greater utilization which is even more im- 
portant to this committee, the utilization. First comes the greater 
utilization within the services because we recognize that within the 
services is the greatest opportunity for using this equipment. 

It might be a different service but it would be within the overall 
service, and then it is only when you get down to the final analysis 
of surplus that we are talking about today, but we don’t want to 
ever forget the increased utilization between the services. Have you 
studied those recommendations, by the way / 

Colonel Burcrson. Yes, sir: I te studied those recommendations. 


Mr. Ho.irrevp. I understand that there is a servicewide study being 
made. 

Colonel Burceson. That’s right, sir. 

Mr. Hottrrevp. And later on there will be a policy adopted in re- 
gard to each one of those recommendations, so we are not going to 
press you in individual recommendations at this time. 

Colonel Burceson. Our comments were submitted to the Secretary 


of Defense, sir. As I understood it, the Hoover Commission’s rec- 
pre aaa were designed for utilization rather than disposal as 
such. 

Mr. Houtrievw. Yes. 

Colonel Burceson. It does open up an interesting byproduct though, 
as I see it, and that is with regard to market impact. If every area 
sold the one item throughout the United States at one particular period 
of time, it would quite likely disrupt particular manufacturers. 

Mr. Batwan. If you resorted to the same selling methods by sealed 
bid which would result in a type of dumping and depression of prices. 

Mr. Houirtevp. I think that is a good observation on your part and 
it is one of the factors that would have to be considered. 

Shall we go ahead with this? 

Colonel Burcsson. All right, sir. 

Emphasis on proper letting, adequate and correct. descriptions, use 
of correct kinds of advertising media, and attractive displays have 
been stressed. 

Toward this end, a Property Disposal School has been established 
at the Ogden Air Materiel Area, Hill Air Force Base, Utah. 

Although these factors cannot be measured directly in monetary 
returns, they are important, and are being given the proper consider- 
ation needed. 

(Recommendations from the Air Force follow :) 
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DEPARTMENT OF THE AIR FORCE, 
Washington, October 18, 1955. 
Hon. Cuet HOLIFIELD, 


Chairman, Military Operations Subcommittee, 
Committee on Government Operations, House of Representatives. 

Dear Mr. CHAIRMAN: During the recent hearings conducted by your subcom- 
mittee on the subject of disposal of surplus property, you requested that additional 
information be furnished by the Air Force in connection with this disposal 
program. In my letter dated July 29, 1955, I forwarded a major portion of the 
information requested and advised that the remainder would be submitted to you 
assoon as it was received from the field. 

One of the remaining portions of the report concerned your subcommittee’s 
request for Air Force comments as to the feasibility of offering for sale on a 
national basis at a particular date all surplus of a particular type generated by 
the three military departments. 

In considering this suggestion, it has been our assumption that no physical 
transfer of property in preparation for such a sale was implicit in this suggested 
method of disposal and that no intermediate sales would be authorized under 
such a plan, but rather the entire sale would be made at one time. The Air 
Force feels that the following unfavorable events would occur as a result of the 
implementation of such a plan: 

1. Effect on markets of civilian manufacturers of comparable items.—It has 
been long recognized that temperance and timing are essential ingredients in any 
formula used for disposal through sale of large quantities of commercial-type 
surplus property. It is evident that the one-time sale of large quantities of 
similar items would temporarily saturate a market, and that the annual genera- 
tions of the combined armed services could conceivably completely cripple some 
producers. 

2. Market saturation.—One-time sale of large quantities of similar items would 
tend to depress the bid price offered since the ratio of supply to demand at the 
time of sale would be definitely in the buyer’s favor. 

3. Warehousing congestion.—Lack of adequate warehousing space has been 
and continues to be a critical problem. Such a plan would necessitate the use 
of outside storage which, in many cases, is also at a premium. The use of outside 
storage would mean expvusure of the equipment to excessive deterioration through 
weathering, and in our opinion would, of itself, make such a plan impractical. 

4. Excessively long inspection period.—As was stated previously, it is assumed 
that no physical consolidation of property will be made. This means that inter- 
ested buyers will need considerable time to complete the extensive inspection 
necessary at locations widely separated, and this will necessitate an unusually 
long inspection period. Sound marketing principles dictate a rapid turnover and 
immediate availability of property, qualified, of course, by other considerations. 
Under such a plan, turnover would be slow and the time lag between inspection 
and delivery could be lengthy. Neither of these factors is conducive to maximum 
return. 

5. Capital outlay.—It is conceivable that difficulty in securing sufficient capital 
would be experienced by prospective buyers forced to buy large quantities of 
property at one time or not at all. In the past, bidders have expressed apprecia- 
tion for periodic scheduling of sales which did not necessitate the prolonged 
investment of funds in equipment purchased. Bidder reaction is, of course, 
unpredictable, but it is reasonable to assume that this facet of the plan will not 
be looked upon with favor. 

For the above reasons, we feel that the bulk sale of a particular item at a 
particular date by all three military departments would not result in an increase 
in net return on surplus property sold thereunder, but rather would create addi- 
tional problems for Air Force selling activities and unnecessarily inconvenience 
Inany prime purchasers. 

The remainder of the information which you have requested will be submitted 
48 soon as it is received from the field. 

Sincerely yours, 
Jo: E. Kerry, 
Major General, United States Air Force, Director, Legislative Liaison. 
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Mr. Batwan. Is your property still sold out of salvage yards? 
Colonel Burcrson. Out of disposal yards, yes, sir, for the most part, 
There are times when property is sold from the warehouse. 
Certain types of property, because of their specialized nature or 
Gente to military use, have little, if any, commercial 


present pecu 
application. 
such a type is the general field of electronic equipment. Through 
marketing surveys of possible users, and through studies of the prop. 
erty’s use within the Air Force itself, attempts have been, and are 
being, made to find an outlet for this property which will bring a 
return in excess of that realized from its basic material value. 

Mr. Batwan. What do you mean, attempts have been made? Could 
you provide the committee with something to really show what at- 
tempts were made or are you just talking ¢ 

Colonel Burcrson. This is the Air Materiel Command study that 
Lieutenant D’Angelo spoke of earlier. Id like to refer that question 
to him. 

Mr. Bauwan. Are you going to provide the subcommittee with that 
study ¢ 

Lieutenant D’Ancexo. It is completed, sir. It was on electronic 
material that I mentioned before. 

Mr. Batwan. Can you provide the subcommittee with a copy of 


that study ? 

Lieutenant D’Ancrxo. Yes, I can, sir. 

(The information referred to follows; the supporting tabulations 
listed as tabs “A”, “B”, and “C”, have been omitted and retained in 
subcommittee files :) 


ELECTRONIC MATERIAL MARKET SURVEY 
BACKGROUND 


In September 1954 special attention was directed toward the low percentage 
of return that the Air Force was receiving for its surplus electronic material. 
As nearly as could be determined, this low return was due to two factors: 

1. Air Force electronic equipment is designed for specific uses, often pecul- 
iar to the military mission. 

2. Since its commercial applicability is generally extremely limited, the 
bids that were being received were speculative, or were based on the need 
for a minor component of a larger assembly. 

Obviously nothing could be done to compensate for the first factor, since the 
basic mission of the Air Force could not and cannot be altered for resale. How- 
ever, it was considered likely that direct and unsolicitated contact of possible 
end users might stimulate interest among them, and thus result in bids based 
on future use rather than mere speculation. Action toward this end was sub- 
sequently initiated. 

ACTION TAKEN 


A market survey of electronic equipment manufacturers was jointly conducted 
in September 1954 by Headquarters, Air Materiel Command, and Gentile Air 
Force Depot, Dayton, Ohio. (Gentile Air Force Depot was chosen to aid in 
this study because it has prime supply responsibility for a large portion of the 
electronic equipment used in the Air Force, and thus the surplus electronic 
material generated there is generally indicative of that generated throughout 
the Air Force). The steps taken in conducting this survey follow : 


Step 1 (tab A) 

The Thomas Register, which is a listing of manufacturers by product and 
capitalization, was consulted. From this publication were selected 121 man 
facturers, ranging in capitalization from $1 million and over to $50,000 and less 
A coded listing by capitalization was maintained for purposes of comparisoll 
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against expected replies, so that any future advertising could be directed at the 
most receptive dollar group. 
Step 2 (tab B) 

A letter explaining the purpose of the survey was written and sent to each of 
the manufacturers listed. Enclosed also was a sales notice of electronic mate- 
rial which was being offered at that time by Gentile Air Force Depot, and an 
advance listing of electronic material which possibly would be available at a 
future date. Through this method, the manufacturers were given the opportu- 
nity to generally express their interest in surplus electronic property, as well as 
show their interest by bidding on the enclosed sale. 


RESULTS 


The results were negative. Of the 121 manufacturers solicited, only 5 even 
bothered to reply, and none of these submitted a bid on the enclosed sale. 
Furthermore, no bids were received from this group for two succeeding sales 
which were sent even though there was an apparent lack of interest in them. 
(Abstracts of bids on these sales are available, but are not submitted because of 
their size. However, listed under tab C are the names of the successful bidders 
for the three above-referenced sales. ) 


CONCLUSION 


Although this survey could not be considered completely conclusive, it did 
indicate that there was not an active interest among electronic equipment manu- 
facturers for surplus electronic material. Unfortunately, the five replies re- 
ceived were destroyed at the conclusion of the survey, since their retention was 
not considered necessary at that time. However, the reason generally given for 
this disinterest is the lack of guaranty by the Government of performance of its 
surplus property, and the subsequent excessive inspection and testing expense 
which would be incurred by any manufacturer reusing the equipment. It should 
be noted that rarely is any guaranty of performance given by dealers in sur- 
plus electronic property. 

GENERAL 


Although this was the only survey conducted for the purpose of exploring 
new markets for electronic property, it is not the only attempt that the Air 
Force has made toward better marketing of this type property. The policy of 
sending advance listings to interested buyers (example included under tab B) 
has met with wide buyer approval and is being continued. This advance listing 
allows sufficient time for prospective buyers to discover or develop markets for 
the listed property. In addition, the use of the centralized, mechanized Air 
Force national bidders list system has insured that all buyers who have indi- 
cated an interest in electronic property are given the opportunity to bid on all 
major Air Force sales offerings of this type property at the locations they them- 
selves select. 

Finally, the Air Force is investigating the possibility of intensifying its pre- 
cious metal recovery program, especially concerning that metal included in sur- 
plus electronic material. Mr. Boyd Outman, a civilian scrap consultant hired 
by the Air Force, has brought to the attention of Headquarters, Air Materiel 
Command, an efficient demilitarization, reclamation, and segregation operation 
currently being operated by the Department of the Navy at its installation in 
Oakland, Calif. As a result of Mr. Outman’s suggestion, a representative of 
Headquarters, Air Materiel Command, Mr. Ray T. Knabe, proceeded under Order 
No. 11591, dated June 15, 1955, to Oakland, Calif. It will be upon Mr. Knabe’s 
findings that a decision will be made as to whether a similar system should be 
instituted for the Air Force. 


HEADQUARTERS, 
GENTILE Arr Force Deport, 
Dayton, Ohio. 

GENTLEMEN: The current Air Force disposal program is generating consider- 
able amounts of electronic material. To serve the best interests of the Govern- 
ment and thus you, as a taxpayer, the Air Force is interested in receiving the 
highest possible return for this material. To achieve this end, we are attempting 
to insure the widest competition in bidding possible. We want to be sure that 
you, as an end-user, are made aware of this potential source of supply. 
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This surplus electronic material is offered to the public through various types 
of sales. Enclosed is our sale, No. 33-604-s-55-4 which consists, in this instance, 
entirely of tubes, and is not representative of the wide scope that our program 
is taking. In an effort to advise potential users of surplus electronic materials 
of the type and quantity of such material that is going to be offered, we period- 
ically publish advance lists indicating the expected disposal date. We are fur- 
nishing you a copy of our last publication and wish to advise that another 
brochure will be furnished you in approximately 30 days. This will give you a 
more comprehensive idea of the quantity and type of material that we are offer- 
ing, especially since this, your initial sale, is restricted to one type item. 

The Air Force maintains a National Bidders List at Kelly Air Foree Base 
of prospective bidders who have indicated an interest in buying surplus prop 
erty. All prospective bidders on this list are furnished catalogs or invitations 
to bid listing property in which they have indicated an interest. Each prospec- 
tive bidder, however, is urged to inspect the property prior to submitting a for- 
mal bid to insure himself that the property offered is the property expected. 

For your convenience, we are enclosing AMC Form 88, Bidders Application, 
Sale of Government Property which, when completed and returned will indicate 
your desire to receive invitations to bid and/or catalogs for the property in the 
locality you select. Your name is placed on the National Bidders List imme- 
diately upon receipt of AMC Form 88. We wish to advise, however, that failure 
to bid or to acknowledge receipt of 2 invitations to bid or catalogs, will result 
in your name being deleted from the listing, since the Air Force feels that lack 
of positive action in this regard indicates a lack of continuing interest in the 
property offered. 

Should you require additional specific information, your inquiry, addressed 
to us, will receive prompt consideration. We look forward to counting you 
among our active bidders. 

Very truly yours, 
J. L. HALL, 
Major, USAF, 
Chief, Disposal Division, 
Directorate of Supply and Services. 


Colonel Burcrson. The sale of scrap has also been an area receiving 
intensive investigation. 

In order to assure that the most modern techniques of scrap segre- 
gation and sale are used, the services of a civilian scrap consultant 
have been secured, and are currently being utilized. 

This consultant reports that, although there are some areas needing 
improvement, the Air Force scrap-disposal situation is efficient, and 
returns from its sale are in line with those received by commercial 
organizations. 

(Part of the information referred to follows; complete information 
in the files of the subcommittee. ) 


Scrap CONSULTANT SERVICES 


Substantial evidence which is offered as tangible proof that the United Stutes 
Air Force utilizes scrap consultant services in its disposal program 


CONSULTANT BACKGROUND AND QUALIFICATION 


In connection with its overall disposal operation, the Air Force felt the need 
for examination of that portion of the program dealing with the marketing 
and handling of scrap. In participation with OSD and the other services it 
was considered that this subject needed examination throughout the Depart- 
ment of Defense. The Department of Air Force engaged the services of two 
scrap consultants and then placed them on loan to the Department of Defense to 
serve as advisers to all services. 

Mr. Boyd J. Outman and Mr. Eugene J. Munhall (tabs 1 and 1A) were 
appointed as consultants to the Department of the Air Force on September 
13, 1954. Specifically they were charged with the task of evaluating the 
adequacy of the disposal program regarding scrap operations and to recom- 
mend changes as deemed necessary. Visits were made to intallations of all 
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the military services, including six major scrap generating points of the Air 
Force. Reports of visit to these Air Force installations are attached as tabs 
3 through 8. These reports and their recommendations have been consoli- 
dated by OASD (S. and L.) and are now being evaluated with a view to 
implementation of recommendations under Directorate of Storage, distribution 
and disposal project 42C. The Air Force in general concurs in the recom- 
mendations of the consultants, and anticipates directive changes as necessary 
from OASD (S. and L.) in the immediate future. This consultant contraet was 
completed March 31, 1955. 


INDEPENDENT AIR FORCE ACTION 


1. Still seeking expert guidance in the field of scrap handling and marketing 
for the benefit of Air Force operating commands, it was deemed advisable 
to appoint a scrap consultant for a short period to the Property Disposal Division 
of Headquarters, Air Materiel Command. Action was taken (tabs 9-10) to 
secure the services of a well-qualified person, not associated with the Gov- 
ernment as a regular employee. Mr. Boyd J. Outman was appointed on April 
1, 1955, to render an impartial evaluation of the overall scrap disposal operation 
and make recommendations for improvements. His duties require access to 
classified reports. A request for secret clearance (tab 11) submitted on April 
5, 1955, and approved in accordance with Air Force Regulation 205-6. 

2. Letter of introduction (tab 12) prepared by Director of Supply, Head- 
quarters, Air Materiel Command, to introduce Mr. Outman and to assure all 
required information was made available to him. The Director of Supply, 
Headquarters, Air Materiel Command, also prepared a letter (tab 13) to com- 
manders of AMA’s and Air Force depots to be visited stating his mission to 
Air Materiel Command installations would be to evaluate the adequacy of the 
Air Force procedures, as well as the degree of compliance with procedures by 
field activities. 

3. Because of the short duration of Mr. Outman’s employment (30 days), 
it was agreed that trips could be covered by individual memorandums; and 
a formal report would not be required until completion of his duty. Upon 
receipt of the final report, a Headquarters, Air Materiel Command numbered 
letter in the 68 series (Property Disposal) will be published containing in- 
formation pertinent to all activities, and portions of volume XIII, AFM 67-1, 
will be amended as deemed appropriate. 

4. Visits were made to each of the following activities where he thoroughly 
reviewed the scrap disposal from collection and segregation at the source of 
generation to final disposal or stockpiling. Specific recommendations are shown 
with activity visited : 


(a) Olmstead Air Force Base—April 7, 1955 (tab 14) 


(1) That the disposal officer and shop foreman of sheps generating scrap 
meet at least once a month to discuss scrap segregation and disposal problems. 

(2) Relocate surplus and salvage operation to New Marietta Storage Depot; 
install truck weighing scale at scrap yard, which should remain at present 
location; and utilize a portable or truck crane in the scrap yard so that all 
Scrap could be loaded by the Air Force, thereby insuring a better price. 

(3) That the Air Force school new disposal officers in the intricacies of scrap, 
yard operation and disposal procedures in general prior to job assignment. 


(b) Hill Air Force Base—April 25, 1955 (teb 15) 


(1) “On-the-spot” suggestions will make this scrap operation complete and 
certainly comparable to the finest yard in either the military or private industry. 

(2) Immediate steps should be taken to install a truck scale in the scrap yard 
(adjacent to the disposal office) so that the 12-mile trek to weight material can 
be eliminated and a manpower saving effected. 

(3) Close liaison between the scrap yard, maintenance engineering and air 
installations personnel be maintained to insure efficiency in the segregation and 
collection of scrap at the source of generation. 


{c) Norton Air Force Base—April 26-27, 1955 (tab 16) 
(1) Three “on-the-spot” recommendations regarding the segregation of scrap 
should bring this operation up to par—certainly isn’t far from that point now. 


(2) Recommendation on use of the national bidders’ list being held for future 
study. (This recommendation has not yet been received.) 
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(3) Commend personnel at Norton on their fine segregation program and close 
liaison being maintained with personnel at points of generation. 


(d) Cheli Air Force Depot—April 28-29, 1955 (tab 17) 

(1) As there are many factors involved because of the various points of gen- 
eration (some 35 plants in southern California, local shops and other Air Force 
bases in that area), it is rather hard to come up with any suggestion which could 
prove worth while. Perhaps frequent “good will” visits to each point generating 
scrap would prove beneficial to the disposal and segregation program. 

(2) Studies be immediately instituted by the necessary technical staffs of 
the Air Force toward getting out technical publications which will give correct 
demilitarization procedures to be followed. (Progress has been made in this 
area and it is understood that Department of Defense is taking action to stand- 
ardize demilitarization within the military services, insofar as is possible.) 

(3) As Cheli Air Force Depot handles quite a bit of electronics material, this 
depot could serve as a disposal depot for all electronics equipment for the West, 
and a precious-metal recovery program could be instituted there. (This is being 
further considered by this Division. ) 

(4) Invite ideas on demilitarization from the various reclamation centers 
through a “suggestion box’ method. (Prime depots are playing a large part in 
developing demilitarization policy.) 

(5) Because of space requirements, this scrap yard will always find it difficult 
to operate efficiently ; therefore, it behooves personnel to keep the scrap properly 
segregated and similar material stored together. If sales are continued on a 
specific lot basis, they should be more frequent, or else the major classifications 
should be put on a 3-month running term contract. Material should never be 
allowed to accumulate to the point it had reached at the time of this inspection. 
When crowding exceeds a certain limit, efficient operation of a yard is an impos- 
sibility. 

ACTION TAKEN 


A review of the memorandums submitted by Mr. Outman was made by Prop- 
erty Disposal Division. Memorandums were furnished to commanders of instal: 
lations visited under cover letter from this headquarters (tab 18—-19—20-21) 
with findings and recommendations concurred in by this headquarters. 


PENDING ACTIONS AND CONCLUSIONS 


1. Memoranduiis for the following activities were received by the Property 
Disposal Division on June 26, 1955. The memorandums and evaluation of the 
scrap operations will be furnished by this Division to commanders of installa- 
tions visited. Specific recommendations are shown with activity visited : 

(a) Kelly Air Force Base (SAAMA) (tab 22) 

(1) If volume of aluminum sweating operation is increased the present 
sweater be modernized and be made portable. 

(2) Discontinue sweating of shop clipping and shearings. 

(3) That program for recovery of platinum from spark plugs be continued 
at Kelly Air Force Base. 

(4) Change pricing procedures of new plan for disposal of scrap on a yearly 
contract basis. 

(5) Additional 6 months review of national bidders list to determine percent- 
age of responsive bidders of those receiving invitations to bid on scrap. 


(b) Wright-Patterson Air Force Base (tab 23) 
(1) That proper classification of scrap be made by reclamation and mainte 


nance shops prior to delivery to disposal officer. 
(2) Program for proper segregation of unprepared steel scrap. 


(c) Brookley Air Force Base (MOAMA) (tab 24) 


(1) Proper segregation of the materiel called engine residue. 

2. Memorandums have been received for all installations to be visited; a final 
summary report is expected in early July. Action is now being taken to correct 
deficient areas. In addition, since Mr. Outman has generally concurred with our 
policies, procedures, and methods utilized in the disposal of scrap, our people 
have gained more confidence, and are therefore able to perform their duties 
more efficiently. 
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Mr. Batwan. Mr. Chairman, on point No. D, where they talk 
about adequate and correct descriptions, the General Services Ad- 
ministration has made a study which pointed up the Air Force meth- 
ods for advertising and sale showed by their criteria to be 89 percent 
were poor. 

If we have the time we ought to have the General Services Admin- 
istration explain these things. 

I think GSA has another such study which followed up to show 
there has been some improvement by the Air Force which might be 
good for the record. 

Mr. Horirrevp. I think we want that in. You know, as an Air 
Force man myself, I don’t like to see the Air Force put down evalu- 
ated below the Navy. 

I hope you can explain this evaluation that has been made of your 
method of offering. 

General O’Kerere. Yes, sir; we comment on that later. 

General Services Administration analysis follows :) 


GENERAL SERVICES ADMINISTRATION ANALYSIS OF AIR Force SALES OFFERINGS 
BACKGROUND 


On or about March 14, 1955, Mr. S. Peter Kerr, Office of Secretary of Defense 
(S and L), requested this office to designate an Air Force member to attend an 
informal GSA meeting to be held on the following day for the purpose of dis- 
cussing certain Air Force invitations to bid on surplus USAF property. These 
particular invitations for bid had been reviewed by GSA personnel for the pur- 
pose of rating the bids as prepared, as to format, sales techniques, descriptive 
data, ete. This office designated Mr. H. M. Barr, Civilian Disposal Officer, 
assigned to the Operations Group (Storage and Distribution Branch), Director- 
ate of Supply and Services, DCS/Materiel, to attend the referenced meeting. 
At the meeting, Mr. Lee Lloyd of the GSA provided the GSA review to Mr. Barr. 

As a result of the study of the referenced reviews by this office, it was ascer- 
tained that the major area of responsibility for evaluation and corrective action, 
as required, was within the sphere of influence of the Air Materiel Command. 
Hence, correspondence was initiated (tab D) to that command, directing action 
to be initiated to evaluate the GSA comments of the IFB’s and take necessary 
action, as deemed appropriate. The IFB’s were hand-carried to Headquarters, 
Air Materiel Command, on March 21, 1955, by Mr. Richard H. Urban, of the 
Storage and Distribution Branch, Operations Group, Directorate of Supply and 
Services. 

IDENTIFICATION OF PROBLEM 


The sales offerings, together with the General Services Administration com- 
ments, were reanalyzed upon their arrival at Headquarters, Air Materiel Com- 
mand. This reanalyzation resulted in the decision that the existing Air Force 
system of reviewing sales offerings should be continued (examples under tab A), 
but that added emphasis should be put upon the use of effective merchandising 
techniques in Air Force surplus property sales. It was further decided that 
the individual sales offerings, with attached criticisms, would not be sent to the 
Selling activities concerned, because it was felt that many of the criticisms were 
too vague or arbitrary to do any good. It has always been the position of Head- 
quarters, Air Materiel Command, that individual sales offerings are not com- 
parable and criticisms must be based upon actual attendance at the sale site 
plus an investigation of the selling activities’ market, and not upon a survey of 
the sales document only. 

ACTION TAKEN 


Mr. ‘Lee Lloyd, Chief, Disposal Branch, Personal Property Utilization Division, 
was invited to visit the Disposal Division at Headquarters, Air Materiel Com- 
mand, to discuss in detail the analyses of these sales offerings. Since a disposal 
conference of responsible personnel from all Air Materiel areas and Air. Force 
depots was scheduled at Kelly Air Force Base for March 29, 30, and 31, 1955, Mr. 
Lloyd was requested to schedule his visit to Headquarters, Air Materiel Com- 
mand, for a period immediately prior to the scheduled conference dates, so that 
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he could also speak on this subject at the conference. This arrangement was 
considered especially appropriate since the Air Materiel areas and Air Force 
depots generate the bulk of Air Force surplus property. Mr. Lloyd spent 2 days 
at Headquarters, Air Materiel Command, discussing his views on the techniques 
that should be used in merchandising surplus property, as well as discussing his 
organization’s analysis of the aforementioned Air Force sales offerings. He 
then proceeded to the disposal conference at Kelly Air Force Base, where he 
spoke on marketing in general. It should be noted that those comments of Mr. 
Lloyd which were considered appropriate to Air Force surplus sales offerings 
were publicly endorsed by the Chief of the Surplus Property Marketing Branch, 
Property Disposal Division, Headquarters, Air Materiel Command, who con- 
ducted the marketing position of the conference agenda. 

The survey of the 90 sales offerings gave constructive criticism in the areas of 
selection of sales method, lotting, description, display, and advertising. Con- 
structive criticism was also given in the preparation of sales invitations and cata- 
logs. This information affirmed the Air Force position regarding the previously 
mentioned areas. Corrective action was taken to advise and instruct field 
selling activities through the medium of AMC Letters 68-13 and 68-14, copies of 
which are included under tab B and C respectively. Through these and subse- 
quent letters, together with scheduled field visits, the Air Force is attempting to 
give its surplus property disposal personnel the merchandising guidance they 
need, while at the same time allowing them to exercise their own individual good 
judgment in planning sales. This concept is based on the indisputable fact that 
only the seller is completely aware of local considerations and the peculiarities 
of his market, and thus is best qualified to make decisions as to method of sale, 
lotting, etc. 


RESULTS 


Tangible results, such as an increase in percent of return, cannot be determined 
at this time. However, it is felt that the Air Forces’ attempt to make field 
personnel more “merchandising conscious” will eventually result in more care- 
fully planned sales, and as a result, greater dollar return. The existing Air 
Force system of reviewing sales offerings will continue. Scheduled field visits 
will be increased, and more emphasis is being placed on marketing background 
in the selection of disposal personnel. 


Colonel Burerson. Your next recommendation, I believe, was on 
disposal personnel. The recommendation here, and I don’t quote the 
conclusion of the subcommittee, was that the subcommittee can offer 
only this general recommendation at this time, that the Secretary of 
Defense and that the Administrator of General Services consider 
seriously a fresh approach to this problem. 

It would seem imperative that some consideration be given to the 
possibility of utilizing the extensive experience of private industry 
in merchandising. 

(The full text of the Air Force prepared statement on personnel 
follows :) 

Tas C 


DisposaL PERSONNEL 


The subcommittee can offer only this general recommendation at this time, that 
the Secretary of Defense and the Administration of General Services consider 
seriously a fresh approach to this problem. It would seem imperative that some 
consideration be given to the possibility of utilizing the extensive experience of 
private industry in merchandising. 

1. With respect to the above recommendation, it is believed pertinent to consider 
the conclusion reached by the subcommittee which reads, “The subcommittee 
concludes that the present practice of assigning low civil-service grades and low 
military ranks to disposal operations reveals either a serious lack of concern fit 
the disposal program or an awareness of the special skills required for the 
effective merchandising of such a diverse range of technical and consumer goods 

2. The Air Materiel Command, which generates approximately 85 percent 0 
all Air Force surplus property is concerned with the disposal program and is aware 
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of the special skills required to effectively consummate the program. This fact is 
illustrated by copies of Headquarters, AMC letters signed by Brig. Gen. (now 
Maj. Gen.) F. J. Dau, subject: Operation of Disposal Division (tab C-1) and 
Manning and Grade Structure, Disposal Division (tab C-2). The fact is also 
illustrated by a copy of the enclosed memorandum, dated June 16, 1955, from the 
Deputy Chief, Civilian Personnel Division, Headquarters AMC to Col. J. M. 
MecCampbell, Chief Disposal Division, Headquarters AMC, subject: Comments 
Regarding Surplus Property Disposal Program (tab C-3). The memorandum 
outlines the efforts made by Headquarters, AMC, and Headquarters, USAF, from 
1953 to the present date to obtain civil-service classification and qualification 
standards and better pay grades for personnel engaged in the disposal operation. 

3. Early in 1952 personnel of the disposal operation at Headquarters, AMC, 
inaugurated efforts to establish a disposal-training course, the need for which 
had been apparent for some time. As a result of these efforts, the Air Force 
Disposal School was established at Hill Air Force Base, Ogden, Utah. The 
first class reported for training in November 1952. Complete details of the 
Air Force Disposal School have been submitted under separate cover entitled 
“USAF Disposal School.” 

4. With regard to utilizing the experience of private industry, the following 
has been done to improve management of disposal activities : 

(a) The reports of the scrap-metal consultants have been submitted under 
special subject entitled “Scrap Consultant Services.” 

(b) The report submitted by Wheeler Associates, Inc., Cleveland, Ohio, on 
the audit and management analysis of the OCAMA and SMAMA aluminum-sweat- 
ing facilities have been submitted as tab B-1 under subject: Business Incentive. 


Mr. Batwan. Before you go into that, have you consulted with the 
General Services Administration or have they given you instructions 
for improving your personnel both military and individual civilians 
since that time to improve the situation that existed ? 

Colonel Burarson. The Department of Defense and General Serv- 
ices Administration do have an industry advisory committee, sir. 

Mr. Bauwan. Have you heard about the results of that yet? 

Colonel Burcrson. Have I heard about the results? 

Mr. Batwan. Yes. 

Colonel Burereson. Well, sir, they were very instrumental in mak- 
ing recommendations as to the merchandising plan. They have a 
subcommittee—— 

Mr. Banwan. You are talking about personnel 

Colonel Burerson. Personnel. 

Mr. Ho.rrrevp. Including improvement of your-—— 

Colonel Burceson. To my knowledge there has been nothing be- 
tween the General Services Administration and the Air Force. I 
cannot speak for the Secretary of Defense’s office. 

Mr. Honirrevp. All right. 

You may proceed. 

Colonel Burgeson. In addition to improved screening methods and 
merchandising techniques, developed during the past year, consider- 
able attention is being given to the disposal training program. , 

The disposal school conducted at Hill Air Force Base at Ogden for 
the past 3 years, attended by designated personnel, both military and 
avihan, from al) field activities of the Air Force, has been highly 
successful in indoctrinating both new and old personnel in disposal 
practices, and in interpreting regulations and actions pertaining 
thereto. 

Some. 400 persons, both military and civilian, have attended the 
school. The curriculum is constantly being improved to keep pace 


with current developments in all phases of disposal activities. 
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Emphasis on proper letting, adequate and correct descriptions, use 
of the correct kinds of advertising media, and attractive displays are 
being stressed. 

Since disposal is expected to be a continuing factor and not a spas- 
modic episode as heretofore, the Air Force has recognized the need for 
qualified individuals to handle this important function and is train- 
ing them. 

Mr. Batway. Is this a school that you have? 

Colonel Burerson. That’s right. It is a specialized school on 
disposal. 

Mr. Bauwan. It is a continuing affair? 

Colonel Burageson. That’s right, sir. 

Mr. Batwan. How long a course is it? 

Colonel Burcrson. It is 3 weeks, sir. 

Mr. Batwan. And who conducts the course ? 

_ Colonel Burcrson. The personnel at the Ogden air materiel area, 
sir. 

Colonel McCamrpsetyu. That was a decentralized activity. We were 
cutting down making Dayton—Wright-Patterson Air Force Base 
headquarters. We centralized such areas as that. San Antonio is 
operating the bidders control list. Ogden Air Force Base was giv- 
ing 

Mr. Batwan. I was talking about the personnel. Is it because the 
Hill personnel were more successful-in getting higher returns and 
showed better merchandising knowledge or something like that that 
you chose Hill personnel for that school ? 

Colonel McCampsety. No; these are designated instructors. That 
is their prime mission there to conduct these schools and can place 
them any place. It was just the geographical location we chose. 

Mr. Houtrrerp. What criterion did you use in picking these in- 
structors? Did you pick them by rank or did you pick them by back- 
ground of experience # 

Colonel McCampsetyi. Background. 

Mr. Houirrevp. Background of experience in the field? 

Colonel. McCampsety.. That’s right. Civilian instructors head it 
up, not military. 

Mr. Hottrrecp. They have had experience in merchandising? 

Colonel McCampsety. Yes, sir. 

Mr. Howirreip. About what grade are they, civil service grade, ap- 
proximately ? 

Lieutenant D’ANcGexo. I don’t know, sir. 

Colonel MoCampsety. I think GS-9 or 10, I’m not sure which. 

Mr. Batwan. Could you supply the subcommittee with some details 
about your school, the length of the course, the various courses offered, 
and the personnel teaching them as well as the background, which 
could be put in the record ? 

General O’Krerer. Yes, sir; we will do that. 

Colonel McCampsetyt. We'd like to submit the curriculum of the 
school and the background of the instructors and how many, if we 
may do that. 

Mr. Hottrterp. We will be glad to have that. You say you have 
had 400 graduated? You say some 400 persons both military and 
civilian have attended the school. 

Now when was the school started ? 
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Colonel McCampsett. It has been in operation about 2 years, I 
believe. 

Colonel Burerson. Early 1953 as I recall it. 

Mr. Liescoms. Mr. Chairman, along with that request for informa- 
tion about the school, would it be possible for the Air Force to give 
us a report of what has happened to the graduates of the school, where 
they are and what they are doing at the present time ? 

Colonel McCampsety. I don’t believe we could tell you who grad- 
uated. It would be very difficult, I believe, to find out where they 
are located now. 

(The report referred to was supplied and is retained in the subcom- 
mittee files. ) 

Mr. Bauwan. I think Mr. Lipscomb has this point in mind. You 
get. a major who has attended the course, and to find as in the case 
of Colonel Burgeson this is his last day in disposal activities, he is 
going out to fly planes. 

Colonel McCamrpseti. That is a common fault. 

Mr. Hotrrievp. In other words, you train these men and you have 
no period of service required for them after that training if they are 
subject to all types of different assignment immediately thereafter, 
why I question whether you are carrying your training into your 
actual operations. 

Colonel McCamrseti. I mean by that that we are losing men from 
the Air Force. We will train enlisted men, people of that type who 
get out of the Air Force at the end of their enlistment and we have 
to continually retrain. 

That is also based upon how many people stay in the Air Force, 
how many people perhaps may develop enough knowledge so they 
get above the disposal operation and go into higher paying jobs or 
more productive Jobs. 

Mr. Horirtevp. Is there any program on your part of saying that 
when you assign a man to this school, that he will be assigned to the 
disposal work then for a period of at least 2 years after that? 

Is there any policy? 

(yeneral O’Krere. Ordinarily, Mr. Chairman, it is Air Force policy 
that when any of our personnel graduate from a specialized school, 
they must enter that field, and depending upon the field itself, the 
time that he must remain in that field is determined by the importance 
of the position. 

I don’t know what this particularly calls for. 

Mr. Houtrtevp. I think it is a good idea to have the school. I’m just 
wondering if you are following through and utilizing the benefit of it. 

General O’Krere. You take a graduate school, an officer takes a 
master’s degree in a certain type of specialized engineering. It is 
required that for one full tour he remain in that kind of work. 

It might be a 2-year tour, 3-year tour, or a 4-year tour. In some- 
thing like this I have one similar school in mind, our Flight Safety 
Officer School at the University of Southern California, we require 
them to remain in that field for 1 year after graduation. 

Mr. Houtrrevp. I am just wondering whether “you assess this as a 
matter of enough importance to require a certain amount of service 
of these people after you go to the expense and the trouble of training 
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them, if we are really training them and draining the last drop of tse 
out of that training experience. 

We have found in our different examinations around that quite 
frequently you have officers assigned to disposal functions that have 
had no previous experience and in some instances we have records 
in our hearings last year where the commanding or the top man in the 
Disposal Section may have been changed 8 or 4 times within 2 years. 

e just don’t think that that is good business practice. We would 
not do it in private industry, and if you want to get an efficient job 
done we don’t see why you would in the service. 

General O’Kerere. Of course, it is a thing that plagued many fields 
in the military, and there is a serious attempt to _ our people in 
the jobs that they can best do and we cover that by their specialized 
serial numbers as you know. 

They are earmarked for assignment by the field that they are 
specialized in, the operational field, supply field, the maintenance 
field, and so on. 

Mr. Batwan. Mr. Chairman, could we ask that they supply us the 
names of the people who have attended the school and the assignment 
to whatever base they are attached to and then we in the course of 
our investigations can kind of follow that up to see what happened to 
that individual to the extent that we can. 

Colonel McCampsetu. I might add this. We do have great sta- 
bility in our civilians that attend. Now in the Air Force system our 
air materiel areas and our depots are primarily manned by civilians. 

Therefore, in our big generations we do have stability. Where 
we get our instability is with the enlisted men and quite often with 
the officers. But the major portion we do have is that ability. 

Mr. Hottrrevp. To what extent would your officer interfere with 
the work of a stable civilian man at a high level in that regard? 

Colonel McC ,mpseityi. Of course, your officer would be in the com- 
mand position. He would set the general policy. But he would rely 
upon the civilian to a considerable extent, because of his background 
and his special training in this area. 

And I don’t think we have every or rarely ever have we had a case 
of confusion between an officer saying this 1s the way we ought to do 
it and his expert adviser would desist. 

_Mr. Hovirmp. We are going to have to adjourn the meeting at this 
time. 

Mr. Lipscoms. Mr. Chairman, this list of those attending the 
school include both civilian and military then? 

Colonel McCampsetL. Yes, sir. 

Mr. Houtrrevp. We are phoning now to find out if we can go on at 
2 o’clock. : 

We will adjourn until 2 o’clock in this room, gentlemen. 

(Whereupon, at 12:20 p. m. a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Hoxirimip. The subcommittee will be in order. Gentlemen, 
we will proceed for about an hour and a half and then we will ad- 
journ, so let’s get on with the work if we need to go that long. 

Colonel Buregrson. Is the chairman ready to hear more about dis- 
posal personnel and the recommendations? 
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Mr. Hourrievp. Yes, 

Colonel Burceson. We had just finished up talking about the Air 
Force Disposal School at Ogden, I believe, sir. 

Mr. Batwan. On that point, Mr. Chairman, I asked when that 
school was formed. We had information in the office that said the 
school was formed in 1952. These gentlemen say 1953. 

Colonel McCamrpsety. I said I did not know when it was. 

Mr. Batwan. So this is not a new school. I thought you were 
bringing it up as something that had been started recently as a result 
of something we had done. 

Colonel McCampse... No, sir; it is a continuation of the original 
school expanded somewhat and perfected somewhat. 

Mr. Batwan. What point are you on now, Colonel ? 

Colonel Burcrson. I am starting in now in regard to what we have 
been doing relative to utilizing experience of private industry. 

In regard to utilizing extensive experience of private industry in 
merchandising the DOD established a joint DOD-GSA Industry 
Advisory Committee on the disposal of surplus personal property 
about 1 year ago. This committee includes such distinguished mer- 
chandising executives as the presidents of Marshall Fields & Co. and 
Macy’s. 

Other member representatives of stature on the committee include 
top-level management people from Fairchild engine division, Thomp- 
son Products, Inc., and Sylvania Electrical Products, Inc. 

The Air Force has been employing scrap-metal consultants and we 
contracted for a special audit in management analysis of 23 of our 
major scrap-processing operations. 

In addition, the employment of professional auctioneers is standard 
practice in the Air Force for quantities and types of property war- 
ranting this method of sale. 

Mr. Barwan. You mention this to show what you are doing in the 
way of new performance, or is this just regular procedure? 

Colonel Burcrson. This is where we are calling people in from the 
outside to assist us, to show us, to take recommendations relative to 
merchandising. 

Mr. Howtrim tp. How many meetings have these people had and 
how much actual use do you make of them? Is this a one-shot propo- 
sition? I mean is it a gesture or does it really mean something? 

Colonel Burarson. There has been to my knowledge—you are talk- 
ing about the DOD-GSA Industry Advisory Committee? 

Mr. Houtrreip. Yes. 

Colonel Burerson. There have been three meetings to my knowl- 
edge, sir. 

Mr. Houirrevp. And how long? 

Colonel Burgsson. In the past year? 

Mr. Houtrievp. In the past year. 

Colonel Burcrson. Yes, sir. In addition to those formal meetings, 
at which they bring conclusions back to the Department of Defense 
and General Services Administration, they have task forces or work- 
ing groups established within that committee which 

Mr. Houirrep. Are they on a full-time salary basis, or are these 
volunteers ? 

ae Buraeson. They are all volunteers, sir, working without 
salary, 
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Mr. HouirireLtp. Now do you gentlemen prepare the agenda for them 
and all the material they use at these meetings, or do they prepare it 
themselves and come to you! 

Colonel Burexrson. The Office of the Secretary of Defense prepares 
the agenda based upon items submitted by the respective departments 
and to my knowledge they have the liberty 

Mr. Hourriip. It gets their approval, so this group is not an idea- 
originating group at all. It is just a front group to approve ideas 
and analysis and conclusions which the Department. of Defense draws 
up on their own. 

Colonel Burerson. I would say that, sir, primarily. However, 
they were asked to go into—— 

Mr. Hortrrevp. You see, I just got through serving on the Hoover 
Commission for a year and a half and I am acutely aware of how 
much time the members of the Commission spend on the job. 

Mr. Batwan. The Air Force testified this morning that they still 
don’t have much on personnel from DOD studies yet. 

Colonel Burcrson. That’s right, sir. 

Mr. Batwan. He is talking about something that is going on in the 
Office of the Secretary of Defense, not in the Air Force. 

Mr. Houirrevp. Yes; that’s right. 

General O’Keprr. I.think we:should-qualify that. As a result of 
this Advisory Group and the work that has been accomplished, DOD 
has put out directives on the military services and we, in turn, have 
incorporated their directives in our supply manuals, namely, the 
67-1, which covers disposal matters in the Air Force in the form 
of directives. They then publish their directives based on that. It 
finally filters down to the operating level and base level. 

Mr. Batwan. Would you try to isolate for the committee those 
aspects in the directives which appear to you to be different and 
new and which appear to be related to the studies in DOD? 

General O’Keerr.. I can’t answer that. 

Mr.’ Batwan. Could you supply that to the committee ’ 

General O’Krere. We will have to get the Department of Defense 
to answer that for you. 

Mr. Batwan. You are saying what the Department of Defense 
doesn’t direct, you pick up and make your own directives and change 
the regulations, and it gets out to the field. What we are saying 
is can you isolate those parts of that directive which have affected 
the utilization of personnel in disposal 

General O’Kerere. I couldn’t discuss personnel at all. I think it 
has been stated we don’t know of any directives covering specific 
personnel, 

Colonel Burcrson. The committee’s next recommendation was utill- 
zation and redistribution of excess property. The subcommittee 
recommended that these and other shortcomings be given further 
study by the Secretary of Defense. 

The subcommittee’s attention in this interim report has been focused 
primarily upon the sales of surplus property. The subcommittee 
intends to examine further these problems of utilization and redis- 
tribution of excess property. 

Our comment is that considerable progress has been made in the 
screening of excess property for utilization. Every effort is being 





to 
th 


how 


still 


1 the 


it of 
OD 
have 
_ the 
form 


It 


those 
and 


fense 


fense 
ange 
Lying 
‘ected 


nk it 
pectic 


utill- 
nittee 
irther 


« used 
mittee 
redis- 


in the 
being 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 501 


made to preclude the procurement of items that another department 
or agency may be disposing of through screening of excess property 
by appropriate supply and em roving personnel. 

The new screening procedures set up in the spring of 1954 through 
cooperative efforts of the DOD, GSA, and the military departments 
have been found to be most effective. 

Implementation of further revisions to the screenimg process re- 
cently authorized by the Department of Defense and GSA. working 
in harmony with the respective services, the need for which has 
developed during the past year, will be a further step forward in 
the effective utilization and disposal of surplus personal property. 

Mr. Rreurman. Mr. Chairman, I wonder if I might make this 
comment. I have the greatest respect for the gentleman that is 
reading the statement and for those who are representing this dis- 
posal program, but I don’t think that the committee should be just 
completely satisfied with the statement. 

I would like to know whether or not we can actually put our fingers 
on any specific accomplishments with respect to these recommen- 
dations. 

Now it is all well and good to say that certain things have been 
suggested or have been endeavored to be carried out, but I would 
like some evidence for our committee that this screening program 
has been stepped up and that there have been improvements made in 
it so that you can show us that you have prevented unnecessary pro- 
curements by screening and finding out that other services can use your 
excess or that you are able to use theives before you go into the procure- 
ment field. 

I think the committee feels—we have great respect for you and you 
have a big problem, but I think you feel the same as I do about 
this—we just don’t feel happy about having a statement read to us 
unless there is something back of it that proves that you have. accom- 
plished something. 

Mr. Houtrretp. There are too many generalities in your complete 
statement. 

Mr. Rreatman. For us to make a recommendation means nothing 
unless we have something in mind that we want to accomplish. 

Now we wanted something accomplished, and for you to come back 
and read a statement to us that is more or less general and does show 
some signs of improvement is progress of a sort, but it would satisfy 
me a lot more if the committee were given specific cases, and if it can 
be found out where there are specific cases where these accomplish- 
ments have been brought into being. 

I say that with a great deal oF respect for you people who are 
charged with that responsibility, but it doesn’t do us any good with 
respect to our reports, and it doesn’t do the Congress any good, to 
request certain things to be done and not have substantial evidence 
other than the reading of a generalized statement that these things 
lave been accomplished. 

Now maybe they have and maybe you can produce the evidence. 
If that is so, I think the committee is entitled to have it and we would 
very much appreciate it. 

If that is not true at the present time, Mr. Chairman, may I say 
to you at the conclusion, I shall suggest to you and the members of 
the committee that we ask the Departments that in the next few months 
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they furnish us with substantial evidence as to what has been accom- 
plished with respect to the recommendations in the past, and those that 
we shall make at the conclusion of these hearings, so that the Depart- 
ments just doesn’t drift along with the idea that all of these sugges- 
tions that are made by Representatives of Congress are just put into 
the file and forgotten and nothing is ever accomplished afterwards. 
I make that statement in the fairest and the most honest and sincere 
way that I can. 

(The material referred to was supplied and is retained in the files 
of the subcommittee. ) 

Mr. Houtrrevp. I certainly agree with the gentleman from New 
York. We, in writing our report based on the generalized statements 
such as this, why there is not very much in there that we can get our 
hands on to put into the ee and say that the Air Force has accom- 
plished certain results, There are no figures to back it up. Now in 
the general’s statement he gave us figures, which, if they had been 
sustained, or something tangible, that is the figure of 2.9 percent, being 
increased to 4.09. 

Now if that can be sustained, why, of course, that is something 
tangible but, in general, like you telling us something about this 
school, that is anything new that is being done, it is something that 
has been carried over from previous years. 

You don’t opperesaly know how many people have been retained 
in the service that have attended this school and how much their skills 
have been utilized. You make a statement there but you don’t back 
it up with angling = a tangible way that we can get a hold of. 

Mr. Rrenuman. [ just want to say this, if you will yield at that 
point. My point, too, goes right along with that, Mr. Chairman. 

We are talking right now of this screening program and what has 
been accomplished. Well, of course it sounds perfectly all right, but 
we have no evidence that even though certain things have been done 
and certain changes have been made, that they have brought into being 
substantial results, because of their activities and that is the thing 
that I think we need to do. I think that the Departments, if they 
follow their program, should be able to give us that information, and 
if they can’t then we must come up, I would expect, with the conclusion 
that we are just fanning the air and nothing is being accomplished. 
I don’t want that to happen and I don’t think the Departments do. 

For that reason, I make it a point right now that that is my position 
and I would feel certain that it would be my chairman’s position in 
memes to the past reports, and the ones that we shall write in the 

ture. 

When they come up here before our committee, they should come 
up with something of substance to give us instead of just a statement 
that certain general things have been done, leaving us to assume that 
many specific things have been accomplished. We want to know just 
what specific things has been accomplished. 

I yield back to the chairman. 

Colonel Burerson. Mr. Chairman, I would like to have the oppor- 
tunity of furnishing the subcommittee with the results of the screening 
efforts that the Air Force has accomplished in the past, and a compat!- 
son again with what the committee found a year and a half ago in 
the course of their previous investigation. 
Mr. Rieximan. If that can be done—— 
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Mr. Ho.irretp. When you make your presentations here, if you 
make statements that are susceptible of documentation, why the 
committee would appreciate having the documentation presented, not 
necessarily in the statement, but to accompany it so that we can 
have it in our files to study it in order to give us an opportunity to 
evaluate your own performance and also to evaluate whether our 
recommendations have been actually complied with. 

We don’t always say that our recommendations are right. Maybe 
some of them are — and we are willing to accept evidence to 
show that our recommendations are wrong. But we don’t want a snow 
job. We don’t want to be inundated with language not accompanied 
by documented tangible facts. 

Colonel Burcrson. Not in the way of dispute, sir, but it was my 
understanding that the representatives of the Materials Redistribu- 
tion Division did make a presentation on screening activities within 
the Department of Defense at a previous hearing. 

Mr. Batwan. You still do some screening ? 

Colonel Burcrson. Very definitely, we do some screening. 

Mr. Batwan. That is a very important part, aside from that which 
is done at the MRD level. 

Colonel Burceson. We have our own internal screening, yes, sir, 
which is prior to the determination of any excess being determined. 

Mr. Horirtetp. Of course, what we are interested in ‘is your internal 
screening. We recognize that there is a function on a higher level. 

Mr. Batwan. Mr. Chairman, in the interest of expediting the meet- 
ing here and in view of the limited time, might I suggest that we skip 
over the rest of the comments and the recommendations of the Riehl- 


man report until they can provide more complete material, and then 
just go into Operations Clean-Sweep, to see how detailed a report we 
have on that, and then finish up with Mr. Thomas. 

(The material referred to follows :) 


TaBb D 
UTILIZATION AND REDISTRIBUTION OF ExcEsSS PROPERTY 


The subcommittee recommends that these and other shortcomings be given 
further study by the Secretary of Defense. The subcommittee’s attention in 
this interim report has been focused primarily upon the sales of surplus property. 
The subcommittee intends to examine further these problems of utilization and 
redistribution of excess property. 

1. With respect to this subject, the subcommittee comments preceding this 
recommendation are very pertinent. The subcommittee discussion of the sub- 
ject is an excellent summation of the problems encountered in effecting utiliza- 
tion and redistribution of excess property. 

2. The Air Force has placed considerable emphasis on the utliziation of ex- 
cess property available from other Government agencies. This fact is indicated 
by the following Headquarters AMC letters: 

(a) Utilization of Excess Personal Property Generated by Other Services and 
Government Agencies, dated April 21, 1954 (tab D-1). 

(b) Identification of Materiel Redistribution Division Excess Listings, dated 
November 26, 1954 (tab D-2). 

3. The extent of utilization and redistribution of excess property by the Air 
Force is indicated in tab D-3. The figures indicate that for the period July 1, 
1954, through May 31, 1955, Air Force excesses amounting to $14,402,152 were 
transferred to other agencies. During this same period the Air Force utilized 
excesses from other agencies amounting to $47,615,375. 


64721—56——33 
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TaR D-1 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, April 21, 1954. 
Subject: Utilization of Excess Personal Property Generated by Other Services 
and Government Agencies. 
To: All Air Materiel Areas and Air Force Depots. 

1. Reference is made to section 5, volume XIII, Air Force Manual 67-1. The 
overall Air Force picture indicates that only a very small percentage of excess 
property generated by other services and Government agencies being offered 
to AF activities is being utilized to fulfill requirements. 

2. Property determined excess by any service or Government agency should be 
considered as the first source of supply in lieu of initiation of new procurement. 
In view of this small percentage of AF utilization of such excess property, 
paragraph VII A of Department of Defense Directive 4100.12, subject : “Depart- 
ment of Defense Conservation, Utilization and Disposal Policy,” is quoted for 
your information and guidance: 

“Available materiel within the military departments or other Federal agen- 
cies will be redistributed and utilized whenever and wherever possible against 
all requirements of the Department of Defense including equipment and sup- 
plies furnished mutual security aid programs in order to reduce new procure- 
ment.” 

3. In conjunction with the foregoing quote, the following quote along the same 
theme is made from a memorandum dated November 30, 1953, for the Assistant 
Secretary of the Air Force (Materiel) from the Office of the Assistant Secretary 
of Defense (Supply and Logistics) : 

“Every reasonable precaution must be taken by the military departments to 
insure that concurrent large-scale buying and selling of the same or similar items 
will not occur.” 

4. Since the AF activities receiving such excess listings are usually limited by 
short screening periods, the time required to process such listings to the appro- 
priate screening classes has to be kept to an absolute minimum. Detailed iden- 
tification to AF stock numbers would require too much processing time, and in 
addition would be a gross waste of AF manpower. The most feasible and eco- 
nomical method of processing such excess listings is to have each listing iden- 
tified to AF classes only. In many instances where adequate information is given 
on the listing the screening class can identify the items sufficiently without refer- 
ence to identification personnel to obtain AF stock numbers. There will be only 
a small percentage of the items that will require more positive identification. 
Such identification will be made only on those items for which a definite interest 
is shown by the screening classes. 

5. This headquarters has been endeavoring to have qualified personnel assigned 
at Surplus Materials Division level to identify the property on their excess list- 
ings to AF classes before dissemination. When such personnel are assigned 
and the listings are so identified, many identification problems related to their 
listings should be alleviated. Every effort is being expended by this headquar- 
ters within the functional decentralization concept of the Air Materiel Command 
to assure appropriate screening of excess property offered to all AF activities by 
other services and Government agencies. 

6. This program of utilizing excess property was specifically established by 
Congress through public law, therefore, the importance placed on utilization can- 
not be overemphasized. The Air Force would be in an indefensible position in 
the event any Air Force records indicate procurement of property from com- 
mercial sources when economically available as excess from another service 
or Government agency. 

7. Air Materiel areas will disseminate to all Air Force activities, with the ex: 
ception of Air Force depots, geographically within their area including Air Ma- 
teriel Command exempted installations and organizations. Action copies of this 
correspondence have been furnished Air Force depots by this headquarters. 

By order of the commander : 

Warp R. BETz, 


Colonel, United States Air Force, Assistant for Property Disposal, 
Directorate of Supply and Services. 
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Tas D-1 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, November 26, 1954. 


Subject: Identification of Materiel Redistribution Division excess listings 
(exempt from requirement of RCS IAW par. 7c (3), AFR 174-1, as amended). 
vo: All Air Materiel Areas and Air Force Depots. 

1. Reference is made to Headquarters AMC letter dated April 21, 1954, subject : 
“Utilization of excess personal property generated by other services and Govern- 
ment agencies,” in which you were advised that every effort was being expended 
to have qualified personnel assigned to Materiel Redistribution Division (the old 
Surplus Materials Division) to identify the property on their excess listings to 
Air Force classes. 

2. Starting in mid-December 1954, on a 90-day trial basis, Materiel Redistribu- 
tion Division (MRD) consolidated excess listings are going to be identified to 
Air Force classes prior to their reproduction and dissemination. It is anticipated 
that the first MRD excess listings to be so identified will be in the mail before 
mid-January 1955. 

3. Currently a large portion of the allotted screening time for MRD excess 
listings is utilized for identification. During this test period, a tremendous 
savings in overall Air Force identification man-hours should be realized. As a 
consequence a major portion of the screening time will now be available for 
determination of requirements by the screening classes which should result in a 
higher percentage of Air Force utilization. 

4. Prior to the end of the 90-day test period, this headquarters needs the 
following information for analysis: 

(a) The total monthly identification man-hours saved. (To obtain this figure, 
determine the average time necessary to identify one item to AF property class, 
and multiply that figure with the number of items processed during the first 
30 days of the test period.) 

(b) The amount of increase, if any, in Air Force utilization by items and 
dollars, 

The above information should be obtained from the records of the first 30 days 
of operation in the test period. The 30-day period should begin on the date the 
first MRD list identified to AF classes is reecived. It will be appreciated if the 
required information is forwarded direct to Headquarters, Air Materiel Com- 
mand, attention: MCSJ, at the earliest possible date after the end of the first 
30 days of operation. 

5. The importance of this test cannot be overemphasized. The continuance of 
this identification to AF classes after the test period is dependent upon the above 
requested information. In view of this, each participating Air Force base is 
requested to advise all personnel, involved in screening MRD excess listings, of 
the facts regarding this test and request their full participation taking into 
agree: the responsibilities outlined in section 5, volume XIII, AF Manual 
pb" Le 

6. Comments or suggestions relative to the screening of MRD excess listings 
are solicited. The success of this test as well as future changes to the utilization 
program is naturally dependent upon the active participation of each Air Force 
activity receiving such listings. 

4 Air Materiel Areas will disseminate to all Air Force activities, with the 
exception of Air Force depots, geographically within their area including Air 
this eottesmuatines i installations and organizations, Action copies of 

Z: 2 § en furnished Air Force depots by this headquarters. 

By order of the commander : 

J. M. CAMPBELL, 
Colonel, United States Air Force, Chief, Property Disposal Division, 
Directorate of Supply and Services. 
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Utilization of excess property (without reimbursement ) 


Air Force excess transferred to other 


agencies 


Other agencies excess transferred to 














Air Force 
























| 
Army Navy All other Army Navy All other 

SONG ik occiccccncxevestdl $55, 221 $149, 333 $16, 534 $24, 878 $442, 734 $52, 218 
DEES i wisi sid. Zks 195, 054 431, 767 86, 446 17, 521 401, 497 0 
TE ec epanebo 989, 609 691, 687 134, 424 49, 981 1, 147, 078 6, 040 
NN iain miss Sct tints win to 53, 891 857, 832 159, 332 44, 177 585, 100 1, 469 
November 69, 979 1, 335, 030 182, 903 29, 623 | 34, 317, 343 | 6, 701 
December . 4 482, 156 177, 108 215, 856 131, 489 865, 612 7, 493 
1955-—January S dheteidite ake 242, 312 449, 977 2, 346, 618 9, 535 8, 117, 585 24, 873 
February - ..-- ; 66, 955 440, 267 270, 845 29, 526 319, 609 29, 063 

ia. 0s dct 293, 049 912, 872 | 755, 741 71, 028 259, 100 51, 459 
re 2 ca 168, 402 571, 038 449, 469 64, 959 147, 761 46, 841 
May... 67,175 | 662,579]  394,473| 36, 596 177, 107 | 46, 986 
Total 7 ite 2, 683,803 | 6,679,490 | 5,012, 641 | 489, 313 46, 780, 526 | 273, 143 
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Air Force excess transfers to other Other agencies excess transfer to 
agencies Air Force 

All other Army ! Navy ! Army | Navy Other 
RH co iccbtincenckcthnsaen $2, 257 | 0 0 | 0 $750 $1, 529 
CO 426 0 0 | $250 1, 290 0 
September__........---.- 828 | 0 | 0 1, 475 | 6,919 | 0 
ae 930 0 0 379 587 | 0 
November.......-.-.-.- 850 | 0 0 4, 632 1, 964 1, 3% 
eee ee 1, 150 0 0 1, 340 0 | 110 
1955—January.___........-... 15, 492 | 0 | 0 497 | 376 | 0 
OO ES 452 | 0 | 0 1, 229 | 3, 423 | 188 
Rina inc Aidt ntbeindd cubatns 1, 210 0 0 3, 226 2, 500 0 
Ae aa 2, 004 0 | 0 17, 597 0 | 1, 102 
PD ictnlecuinstesthimadats 619 | 0 | 0 | 4, 598 654 | 14, 388 
af adil Accademia | aka cecal 
II acts iccscspca ligt iss 26, 218 | spishioy is I aie hiaiail 35, 223 | 18, 463 | 18, 707 

! 











1 Air Force excess is transferred to Army and Navy without reimbursement. 
Tas E 
EXCHANGE OF MERCHANDISING EXPERIENCE 


The subcommittee recommends that, regardless of the ultimate decision on 
disposal methods, there be developed a more effective system for the dissemina- 
tion and coordination of merchandising information among the military depart- 
ments. 

1. In addition to the conferences previously discussed under this 
are examples of intraservice coordination such as: 

(a) In August of 1954 representatives of Naval Air Stations at Alameda, 
Calif., San Diego, Calif., and Norfolk, Va., visited Air Force disposal operations 
at Sacramento, Calif., and Oklahoma City, Okla. The primary purpose of the 
visits was to observe Air Force aluminum-sweating operation; however, during 
the visits an overall disposal critique was held during which all phases of dis- 
posal operations were discussed. 

(b) During the week of June 20, 1955, a representative of the Disposal Divi- 
sion, Headquarters, AMC, visited the Aviation Supply Depot, Naval Supply Cet- 
ter, Oakland, Calif., to observe the methods utilized at that activity in the 
recovery of strategic materials from the residue of demilitarized electronic 
equipment and to discuss other phases of the disposal operation. 

(c) Air Force disposal personnel from the air materiel areas and Air Force 
depots attended the auction sale held at the Army General Depot, Columbus, 
Ohio, on March 10 and 11, 1954. Attendance at the auction was requested by 
Headquarters, AMC, in letter dated February 18, 1954 (tab E-1). 


subject there 


ferred to 


All other 


$52, 218 
0 


6, 040 
1, 469 
6, 701 
7, 493 
24, 873 
29, 063 
51, 459 
46, 841 
46, 986 


273, 143 


ansfer to 


18, 707 


cision on 
issemina- 
y depart- 


ject there 


Alameda, 
perations 
se of the 
r, during 
es of dis- 


psal Divi- 
pply Cen- 
ty in the 
electronic 


Air Force 
Columbus, 
uested by 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 507 


2. Merchandising experience and assistance within the Air Force is dissemi- 
nated to base personnel through annual conferences conducted by each of the 
air material areas and by at least semiannual visits to each of the bases in the 
air materiel areas. Enclosed as tabs E-2 and B-3 are copies of reports of field 
visits made by SAAMA disposal personnel and by WRAMA disposal personnel, 
respectively. It will be noted in both of these reports of field visits that spot- 
bid sales were recommended and assistance in conducting the sale was offered. 


Tap E-1 


. HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, February 18, 1954. 
Subject: Sale by public auction. 
To; All Air Materiel Areas and Air Force Depots. 


1. The Army General Depot, Columbus, Ohio, is announcing a sale by public 
auction to be held on March 10 and 11, 1954. This represents an initial venture 
into auction-type sale by the depot and the large inventory to be offered will 
undoubtedly create wide interest. 

2. The attendance of Air Force disposal personnel from depots is considered 
desirable. Experience gained will be highly beneficial in the promotion and con- 
duct of auction sales by the Air Force. 

3. Attendance by Air Force personnel has been coordinated with appropriate 
personnel at the Army Depot. Any personnel selected to attend will report to 
gate 18, off Bagshaw Road, where further instructions may be obtained. Bag- 
shaw Road is approached by going east through Columbus on Broad Street (State 
Route 16) and is immediately past the main entrance to the depot. 

4. In the event attendance by your depot is considered desirable, advise this 
headquarters, attention: MCSYD, the name of selected personnel. 

By order of the commander : 

Warp R. BEtTz, 
Colonel, USAF ; Chief, Disposal Task Group; 
Directorate, Supply and Services. 


Tas E-2 
[Third endorsement] 


Letter SAFPB, San Antonio AMA, March 25, 1955. 
Subject: Report of Scheduled Field Visit. 
HEADQUARTERS AIR TRAINING COMMAND, 
Scott Aid Force Base, Ill., April 238, 1955. 
To: Commander, Air Materiel Command, Wright-Patterson Air Force Base, Ohio. 
Attention: MCSJ. 
K. B. CaAssipy, 
Lieutenant Colonel, USAF; Chief, General Supply and Services Division, 
DCS/Materiel. 


[Fourth endorsement] 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, May 8, 1955. 
To: Commander, San Antonio Air Materiel Area. 
Attention: SAFPB, Kelly Air Force Base, Tex. 
Attached report of visit and endorsements thereto have been reviewed by this 
headquarters and are forwarded for your information and file. 
By order of the commander : 
Rosert M. Foster, 
Chief, Plans and Programs Office, 
Property Disposal Division, Directorate of Supply. 
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Marcu 25, 1955. 

Subject: Report of scheduled field visit. 

To: Commander, Sheppard Air Force Base, Tex. 

1. This visit was conducted March 9, 1955, by Mr. Joseph L. R. Matson, 
Disposal Division, Supply and Services, SAAMA, Kelly Air Force Base, Tex., 
in accordance with paragraph 4a (8) (b), section 1, volume XIII, AFM 67-1, 
for the purpose of observing disposal activities; in order to ascertain the ade- 
quacy, practicability, and appropriateness of prescribed disposal directives; and 
to aid operating personnel in the application of disposal techniques. 

2. The following personnel were contacted during this visit: 

Uxecutive officer, M. and 8S. group, Lt. Col. Jack W. Gary. 
Group material officer, M. and 8. group, Lt. Col. Bob I. Golden. 
Wing adjutant, Maj. W. R. Spencer. 

Wing material officer, Maj. C. C. Smith. 
Base disposal agent, Mr. Pete W. Hagan. 

3. General observations: 

(a) The disposal operation is considered inadequate as the disposal agent's 
office is located in one area and the outside storage yard in another, which 
causes the disposal agent to lose control over the operation. 

(b) The disposal yard is not fenced properly so as to safeguard against 
pilferage. 

(c) Adequate covered storage space is not provided for property which would 
deteriorate if exposed to the elements. Deterioration of property would result 
in a monetary loss to the Government. Warehouse storage space is congested 
with salable surplus items. 

(d) Continuing contracts are now in effect on garbage, grease and bones, 
paper and cardboard. 

(e) An invitation to bid sale is now in the process of being shown to pro- 
spective bidders on scrap material located in the disposal yard. 

(f) A donation program is in effect with the Department of Health, Educa- 
tion, and Welfare in accordance with paragraph 6, section 8, volume XIII, AFM 
67-1. 

(g) Aircraft and automobile batteries are not drained and stored upside 
down as outlined in supplement 1, section 7, volume XIIT, AFM 67-1. 

(h) The disposal agent is bonded in accordance with paragraph 5c, section 1, 
volume XIII, AFM 67-1. 

(4) There is no dormant equipment on hand at this station. 

(j) Spot check of voucher files and stock record cards revealed no dis- 
crepancies. 

(k) A spot check of directives, SAAMA Supply and Services Information 
Letters, 70 Series, revealed no discrepancies. 

(lt) Proper segregation is being accomplished in accordance with standard 
classification list, supplement 1, section 7, volume XIII, AFM 67-1. 

4. Recommendations : 

(a) It is recommended that a check be made to determine the feasibility of 
establishing office and inside storage space near the disposal yard, as this will 
increase efficiency and supervision in the disposal operation (par. 1, sec. 7, vol. 
XIII, AFM 67-1). 

(b) Recommend that the disposal yard be adequately fenced and that proper 
bins be erected in order to assist the disposal agent to properly display and 
advertise property so that prospective bidder may make a thorough inspection 
and submit an intelligent bid (par. 1, sec. 7, vol. XIII, AFM 67-1). 

(c) Suggest a spot-bid sale be initiated on usable items stored in the ware- 
house. This will alleviate the congested storage space of same. Any assistance 
needed on the processing of this sale will be furnished by this headquarters upon 
request. 

(d) Recommend batteries be stored in the manner outlined in supplement 1, 
section 7, volume XIII, AFM 67-1, commodity codes D5da and b. 

5. A copy of this report has been furnished to ATRC and Headquarters, Air 
Materiel Command. 

6. Requesting this report be endorsed through Air Training Command, Scott 
Air Force Base, IIL, and Hq, AMC, Wright-Patterson AFB, Ohio, Attention: 
MCSJ, to the Commander, San Antonio Air Materiel Area, Kelly AFB, Tex. 
within 10 days after receipt. 

For the commander : 

C. BE. June, 
Colonel, USAF, 
Director, Supply and Services. 
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1955. [First endorsement] 


HEADQUARTERS, SHEPPARD AIR FORCE BASE, 
lutson, e AND 3705TH TECHNICAL TRAINING WING, 
SOx. Sheppard Air Force Base, Tez., April 9, 1955. 
l 67-1, To: Commander, Technical Training Air Force, Gulfport, Miss. 


1e ade- : p : : 
S: and , 1. In accordance with basic letter the following comments and/or corrective 


action is submitted. The paragraphing of this endorsement corresponds to that 
of the basic communication. 

2. Noted. 

3. General observations : 

(a) Noted. 


(b) Noted. 
(c) Noted. 
(d) Noted. 
agent's (e) Noted. 
which (f) Noted. 
(9) Noted. 
izainst (h) Noted. 
(i) Noted. 
would ; (j) Noted. 
result (k) Noted. 
gested (Ll) Noted. 
4, Recommendations : 
bones, ; (a) The present disposal yard is not an authorized installation, but has been 
built by disposal personnel with scrap materials generated to the disposal sec- 
to pro- tion. The master plan of this base provides for an adequate installation when 
funds are approved by USAF for construction. At the present time there are 
Educa- no buildings on this base which can be moved to the disposal yard site, and no 
, AFM space which can be used as a disposal yard site which also has a building suitable 
for an office and inside storage. 
upside (b) Disposal yard is being adequately fenced and project will be completed 
within the next 30 days. Plans for erecting suitable storage bins at yard are 
tion 1, drawn up and project will be completed not later than July 25, 1955. 
(c) Spot-bid sales are now being held and others processed as fast as possible 
with limited personnel. 
10 dis- (d) All of the present stock of batteries are sold and future generators will 
be stored in accordance with supplement 1, section 7, volume XIII, Air Force 
mation Manual 67-1. 
5. Noted. 
andard 6. Noted and complied with. 
For the commander : 
M. S. HoLiipae, 
lity of Colonel, USAF, Deputy Commander. 
is will 
7, vol. 
{Second endorsement] 
proper 
ay and HEADQUARTERS, TECHNICAL TRAINING AIR FORCE, 
pection Gulfport, Miss., April 16, 1955. 
ae To: Commander, Air Training Command, Scott Air Force Base, II. 
istance Corrective action indicated in first endorsement is deemed adequate by this 
8 upon headquarters. 
For the commander : 
nent 1, J.R. Wyatt, 
Major, USAF Adjutant. 
rs, Air 
Tas E-3 
» Beott Aprit. 29, 1955. 
ontion : 


Subject: Report of scheduled field visit. 
To: Commander, Shaw Air Force Base, S. C. 

1. Purpose: To assist in the resolution of disposal and class 27 problems, to 
observe and recommend measures for improving local disposal and class 27 


L Fex., 
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operations, and to render technical assistance and guidance as outlined in para- 
graphs 4a (3) (b) and 6, section 1, volume XIII, Air Force Manual 67-1. 

2. Date of visit : April 28 and 29, 1955. 

3. Personnel performing visit: John H. Green, representative, Disposal 
Division, WRAMA. 

4. Personnel contacted : 

Campbell, Captain, USAF, Wing Director of Materiel 

Carper, Major, USAF, Base Director of Materiel 

Dempsey, Major, USAF, Base Supply Officer 

Henry J. Ryland, 2d Lt., USAF, Base Disposal Officer 

Mrs. M. L. Davis, Civilian Chief Disposal 

Stubbs, Captain, USAF, Property Accounting Officer 

B. Jean Dillard, Civilian Class 27 Clerk 

5. The following problems were discussed with personnel concerned with dis- 
posal during and at the conclusion of the visit : 

(a) The assessment of storage charges against successful bidders who fail to 
pick up property awarded within the prescribed limitations was discussed and 
it was decided that no charge would be made unless there was a shortage of 
storage space or a greater generation of property. 

(bv) The new procedure for conducting spot-bid sales was reviewed with the 
responsible personnel. This new procedure is to be put into effect as soon as a 
sufficient number of forms is made available. 

(c) The receipt, classification, lotting, and display of material was discussed 
for the purpose of increasing the percent return on sales. 

(d) It is recommended that on all sealed-bid sales the bidders list maintained 
by San Antonio be used to expand distribution of bids to the greatest degree 
possible. 

(e) The observation was made that in general housekeeping practices are 
conducted in an efficient manner. Much effort is being made to maintain an 
efficient operation. 

6. The following problems were discussed with personnel concerned with class 
27 functions during and at the conclusion of the visit : 

(a) It is recommended that weight be inserted by warehousemen on all docu- 
ments from active class before they are brought to class 27. 

(b) It is recommended that a permanent project file be set up for each SF 120 
report as required by paragraph 11b, section 38, volume XIII, Air Force 
Manual 67-1. 

(c) It is recommended that all AF Form 695’s class 27 description sheets be 
completed by inspection, giving complete description before forwarding to class 27. 

(ad) It is recommended that class 27 property be stored in segregated storage, 
separate and apart from active stock as required by paragraph 4, section 2, 
volume XIII, Air Force Manual 67-1. 

(e) A review of the excess property report, AF Form 362, was made. Class 27 
personnel were advised that this report must be received at this depot within 
the deadline established. It is recommended that an appropriate cutoff date 
be established to assure promptness in the submission of this report. 

7. Existing directives concerning disposal and class 27 procedures were dis- 
cussed with appropriate personnel. 

8. Investigation of special subjects directed by Headquarters, AMC. 

(a) As outlined in paragraphs 5 and 6 above. 

9. Remarks: It is believed that the performance of class 27 and disposal func- 
tions could be materially improved by designating personnel to attend the Prop- 
erty Disposal School at Odgen, Utah. Quota should be obtained and career per- 
sonnel selected to attend. 

10. A copy of this report has been forwarded to Headquarters, Ninth Air Force, 
Pope Air Force Base, N. C.; Headquarters, Tactical Air Command, Langley Air 
Force Base, Va.; and Headquarters, Air Materiel Command, Wright-Patterson 
Air Force Base, Ohio, attention: MCSJ. 

For the commander: 

W. B. PACKARD, 
Colonel, USAF, Director, Supply and Services. 
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Tas F 


RELATIONS BETWEEN MILITARY DEPARTMENTS AND GENERAL SERVICES 
ADMINISTRATION 


The subcommittee concludes that a more cooperative attitude on the part of 
both the Department of Defense and the General Services Administration is 
necessary to the achievement of a profitable disposal program. 

1. During 1953, when the subcommittee visits were made to Department of 
Defense activities, complaints against General Services Administration policies 
were rather prevalent. These complaints were primarily due to the fact that 
under GSA regulations, the regional offices could hold reported excess property 
indefinitely before releasing it as surplus. Headquarters, Air Materiel Command, 
received and investigated many complaints of this nature. In the majority of 
cases, it was found that the problem could be resolved by contacting the appro- 
priate GSA regional office. In those instances where the problem could not be 
resolved at the regional office level, satisfactory results were almost invariably 
obtained through contacting the Washington level of GSA. 

2. An agreement between GSA and DOD, which was reached early in 1954, 
provided for concurrent screening within the DOD and GSA and for a specified 
screening period (90 days) with an automatic release date. This agreement was 
implemented by the DOD in DOD Directive 4160.9, dated 20 April 1954, and has 
eliminated much of the criticism directed toward GSA by Air Force activities. 
The original agreement has been evaluated and revised and is currently being 
implemented by DOD. While the new agreement is somewhat more restrictive, 
it still provides for a specified screening period. 

3. Headquarters, Air Materiel Command disposal personnel report that their 
relationships with GSA at Washington and at regional levels have been most 
harmonious. Problems arising either within GSA or within the Air Force have 
been satisfactorily resolved upon presentation of all facts and circumstances 
pertinent to the problem. 


Tas G 
Wak ASSETS ADMINISTRATION DXPERIENCE 


The subcommittee concludes that the experience of the Government with the 
War Assets Administration, however its overall operation may be evaluated, 
is being ignored. It would seem that the military departments could minimize 
their tedious trial-and-error approach in organizing and improving their disposal 
program. 

1. Headquarters, Air Materiel Command, is responsible for the implementation 
of basic policy established by the Chief of Staff, United States Air Force and for 
the issuance of necessary specific operating procedures, techniques, and standards 
to effect compliance by Air Force activities worldwide. 

2. Many of the key personnel within the Disposal Division, Headquarters, Air 
Materiel Command, have been employed continuously in disposal operations 
since World War II and are familiar with War Assets regulations and methods 
of operation. A list of such personnel, indicating continuous years of service 
in the disposal operation, is enclosed as tab G-1. Many of the procedures cur- 
rently incorporated in AFM 67-1, volume XIII, entitled “Disposal of Excess and 
Surplus Personal Property,” have been tempered by knowledge of War Assets’ 
success or failure under certain conditions or with certain types of property. 
The taxpayer’s surplus sale (see Merchandising, tab A-3), a variation of the 
spot-bid sale, is almost identical with the WAA site-sale procedure and was 
developed from that source. WAA regulation No. IV has also been utilized 
extensively as a reference document in devising Air Force procedures. 
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Tas G-1 
Key AMC disposal personnel with knowledge of WAA operations 


Years of 











r . ae continuous 
Name Current assignment service in 
disposal 
Paul E. Boggess............-..- Chief, Surplus Property Marketing Branch, Disposal 
Division. 
Walter S. Sturgeon............| Deputy Chief, Surplus Property Marketing Branch, 
Disposal Division. 
Robert M. Foster.............| Chief, Plans and Operations Office, Disposal Division----- 
SOUR Pi CAGIOGE. daidciicececancey Chief, Conservation Utilization Branch, Disposal Division 
BOE Ws Fe enn cnenenenss Chief, Excess Property Control Branch, Disposal Division 
Tas H 


INDUSTRY PARTICIPATION 


Although this matter has not been extensively explored, the subcommittee has 
a strong conviction that military officials would benefit by seeking closer and 
more active cooperation of experts in civilian merchandising rather than cling- 
ing to their apparent belief that civilian merchandisers are not capable of acting 
in the public interest. 
1. The extent of Air Force coordination with industry in the area of scrap 
disposal has been discussed under the subject of ‘Business Incentives” in addi- 
tion te a prepared statement entitled “Scrap Consultant Services.” 
2. The Air Force is not hostile toward civilian merchandisers, nor does it 
believe that they are incapable of acting in the public interest. Tangible proof 
of this attitude is evidenced by an electronics material market survey conducted 
by Headquarters, AMC (reference prepared statement entitled “Electronic Ma- 
terial Market Surveys’’), in which electronic-equipment manufacturers were quer- 
ied as to their interest in surplus electronic property, as well as reflecting this 
interest by bidding on material available for purchase. It is true that the 
positive accomplishments were negligible, since the industry evinced practically 
no interest in the purchase of the surplus electronics property, however, it does 
reflect the thinking of the Air Force that the civilian merchandisers represent 
an area to be considered in effecting disposal of its assets. 
3. In addition, as a result of a recommendation made by your committee dur- 
ing the recent hearing held on disposal of surplus property by the Air Force, this 
headquarters has directed the Air Materiel Command to initiate a study to deter- 
mine, by limited test, of the disposal of specialized material to the industry that 
produced this material. The objectives of such a study are— 
(a) To get a better dollar return; 
(bv) Less disruption to the economy of industry ; 
(c) Reach a better market source; 
(d@) Attempt to reach an aircraft-parts source to handle the disposal by 
a direct sale so that they can filter it back to the public over a longer period of 
time ; 
(e) To utilize material in the aircraft parts, automobile parts, and/or the 
electronics field; and 
(f) The feasibility and practicability of this method of disposal. 
4. Your committee will be kept advised of the progress of the test. 


Mr. Hourrtevp. All right, let’s go into Operations Clean-Sweep and 
see what you have got on that. 

Mr. Batwan. It might be desirable to refresh and the minds of 
some of the people as to what Operations Clean-Sweep was when it 
was started, when it was finished and what the results were. 

Colonel Buresson. All right, sir. 

Project Spring Cleaning was an Air Force operation which started 
from criteria which were developed within the Air Staff and approved 
by the Assistant Secretary in May of 1952. It was the first relaxation 
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to any degree whatsoever of the disposal freeze that was imposed in 
1950 when the Korean hostilities started. 

In 1951 there had been some liberalization to allow us to dispose 
of those items which were applicable to airplanes which were no 
longer in our system. But in 1952 the criteria development centered 
around World War II type of aircraft and related equipment. 

The purpose of the ne Cleaning project was to level off the 
items in support of the older model ee in our inventory. Asa 
consequence of this criteria, the Air Materiel Command and their 
depots screened approximately 425,000 line items in our inventory. 
We had approximately a million. 

Within that 425,000 items they found 34,000 line items which had 
numerical excesses within them and disposal action was initiated. The 
total project found $346 million worth of property as excess to our 
requirements under that Spring Cleaning program. 

(The material referred to follows :) 


Tas I 
SUMMARY OF PROJECT SPRING CLEAN AND FoL_tow-ON DISPOSAL PROGRAMS 


The disposal program of the Air Force was almost completely curtailed during 
1950 and 1951 due to the Korean action. Following the stepped-up procurement 
resulting from the Korean war and the conversion to jet-type aircraft, Air Force 
depots both domestic and overseas accumulated large generations of quantita- 
tive excesses and obsolete spare parts which were no longer required by the Air 
Force. 

In May 1952, project Spring Clean was conceived by the Air Force as a de- 
partmentwide program to locate and dispose of obsolete items for which no fur- 
ther requirement existed and quantitative excesses which exceeded quantities 
necessary to support the maximum program. Computations for disposal were 
based upon the following criteria: 

(a) Aeronautical items peculiar to aircraft for which retirement dates were 
established—retain sufficient spares for the life of the aircraft plus 20 percent. 

(0) Aeronautical items peculiar to World War II type aircraft not having 
retirement dates—five times the current operating program requirements or the 
mobilization requirement, whichever was the greater. 

(c) Military-type items applicable to aircraft—same criteria as for the air- 
craft spares; i. e., (@) or (b) as applicable. 

(d) Military-type items not applicable to aircraft—five times the current 
operating program requirements or the mobilization requirement, whichever was 
the greater. 

(e) Commercial-type items—if no issues for 3-year period, dispose of all 
quantities. 

Each Air Force depot having prime class (worldwide) responsibilities was in- 
structed to compute a retention level for all stock items utilizing forms, pro- 
sraming data and procedures similar to those utilized for the fiscal year budget 
und buying programs. Although the disposal criteria utilized for project Spring 
Clean was restrictive, the project did result in the disposal of excesses valued 
at $845,893,248, of which $144,275,458 represented excess aircraft engines. The 
volume of property included 34,079 stock items and immediately released 
328,603 square feet of inside storage space for other property. A summary of 
Spring Clean is attached as tab I-1. 

! Project “Clean Sweep,” which was initiated by the Department of Defense in 
November 1953, was similar to the Air Force project “Spring Clean” inaugurated 
in May of 1952. Project “Clean Sweep” directed that the military departments 
implement a disposal program for all excess property within each department. 
Although “Spring Clean” was primarily designed for the disposition of spare 
parts peculiar to World War II type aircraft, it did provide for the disposal of 
other military equipment and commercial-type items. These excesses were in 
various stages of disposal action at the time “Clean Sweep” was presented by 
the Department of Defense to the Air Force for implementation. As a result 
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of this coincidence both programs were joined and progressed as one program 
throughout. 

The fiscal year 1954 disposal program was initiated immediately after the 
conclusion of project “Spring Clean,” with a greatly expanded disposal criteria, 
A copy of the criteria has been forwarded as tab E on the Statement of the 
United States Air Force Disposal Program. It was intended to complete the 
fiscal year 1954 disposal computation prior to entering into the fiscal year 1955 
Buyer’s Guide and fiscal year 1956 budget requirements computations. Disposal 
computations were in progress when a considerable change was made in the 
flying-hour program and increased requirements resulted and nullified the dis- 
posal computations. It was therefore necessary to withhold all disposal action 
on aeronautical items to prevent the disposal of spares that might be needed to 
meet requirements for the fiscal year 1955 Buyer’s Guide. It was at this time 
that it was realized that disposal played a vital part in the overall logistics 
system equal to requirements, distribution, and procurement and that disposal 
computations for quantitative excesses should be performed on a fiscal-year basis 
concurrently with computations for the budget and buying programs. Fiscal 
year 1954 disposal computations for nonaeronautical type of items were processed 
to completion under the fiscal year 1954 disposal criteria and resulted in the 
disposal of excess valued at $311,805,899. 

The fiscal year 1955 disposal program was established in August of 1954 and 
is currently drawing to a close. It marked the first time that disposal computa- 
tions were performed concurrently with the annual budget and buying program. 
Examples of the methodology utilized in the computations and the emphasis on 
disposal have been forwarded as tab F on the Statement of the United States 
Air Force Disposal Program. As of May 31, 1955, the program revealed that 
85,316 stock items contained quantitative excesses valued at $663,835,965. These 
excesses are currently in the various stages of disposal. A summary of the 
fiscal year 1955 disposal program by Air Force depot has been forwarded as tab 
G of the Statement on the United States Air Force Disposal Program. 

Combined efforts in the three disposal programs have resulted in the following: 

(a) Property valued at $1,321,535,112 was determined excess to United 
States Air Force requirements. 

(b) Twenty-two thousand stock items have been deleted from Air Force 
supply catalogs and all quantities of each item removed from active Air 
Force stocks. 

(c) One million eight hundred thousand square feet of inside storage 
space has been released for other materiel and has materially reduced the 
requirement for construction of new warehouses in the Air Force. 

(d) All costs incidental to the inspection, inventorying, reporting, and 
costs of care and handling of property no longer required by the Air Force 
has been completely eliminated. 

Programing data for the fiscal year 1956 disposal program has been dissemi- 
nated to responsible Air Force activities and computations are currently being 
performed. It is anticipated that the fiscal year 1956 disposal program will re 
sult in the determination of quantitative excesses valued at approximately $1 
billion, A time-phasing schedule for completion of the various phases of the 
fiscal year 1956 program is attached as tab H, has been forwarded on the State- 
ment of the United States Air Force Disposal Program, 

A summary of Air Force surplus-property disposals for calendar years 1953 
and 1954 has been forwarded as tab I on the Statement of the United States Air 
Force Disposal Program, 
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Tas I-1 


Recap of project “Spring Clean” excesses 


“ ; ‘ | y 
Prime Line items Value 


PE ie rican aa 276 $582, 361 

.._ MOAMA 910 957, 707 

| MAAMA ase ee ‘ 602 | 10, 190, 510 

SBAMA ,492 | 10, 223, O88 

Gadsen . . 709 , 536, 403 

bing si pag ee ts 7 . OCAMA.. ‘ . 2, 093 , 503, 963 

1H, M--- ao ; SAAMA a 2, 159 2, 222, 415 
O1M 5 ; ; SMAM. 70 3, 937 
01M SBAM! , 616 . 735, 336 
01M. Saaeds | SMAI . . 2, 212 , 220, 228 
OIN ....------------------- =< ---| MAAN , 206 | 2, 991, 453 
021-2 cv Jens MOAM: ‘a ; 398 | 8. 095, 736 
02H-2 alll - v= 2 SAAM: 894 5, 971, 599 
021-2 - penatiene becekoal I AM: ; . : 543 , 007, 399 
02) . MA! d - , 168 , 979, 029 
O3A Roce ei ae mg ..| WRAM: 5 502 , 827, 116 
03B Bek fies AM: ’ 138 212, 812 
Tho. ; Fn Mens SA: d 905 759. 035 
GH. F akuoks seve sedeeees ..| OCAM! “ 713 , 572, 963 
03G ‘ ? Al - ; 211 2. 579, 597 
03H : ee . Ss AM: 159 331, 199 
Gah inbev oop cewdben ace “ - — 398 | 5, 303, 912 
03d . wal -_ 7 16 6, 675 
at ery = "| SMAMA... | 15 , 673, 205 
(4D __- pes .-..--..| Mallory ‘ i ila 20 1, 384, 230 
06... ‘ .._ MAAMA : 182 9, 143, 954 
06__. ~ae a ie MAAMA_. ‘ 42 69, 208 
Hans Topeka- 16 78, 882 
OR... | Rome ‘ 47 129, 853 
1 py ‘ MOAMA.. seein cit . 160 , 283, 564 
10C. Rome ; 2 5, 169 
10D — 5 " ne a 140 61, 357 
WRAMA... a 523 , 457, 722 

Wilkins 350 , 836, 321 

eae ; , eles 790 , 354, 985 

|} WRAMA... : ' , 411, 653 

Mallory-. , : 6 3, 809, 320 

Topeka. - - , os : 3, 324, 954 

Wilkins : : 581, 480 

MOAMA.....-- ~ 8: 68, 152 

| Wilkins- 385 5, 066, 195 

ie. se ia , 10, 405 

Matlory --- ative y 4, 385, 023 

| Topeka-_-- ‘ én 5 , 691, 049 

WRAMA... ; | 29% 142, 651 

WRAMA... ‘ 3, 26 3, 702, 291 

Mallory... : . - 149 3, 251, 289 


ji viniechat Fusdcdaiae 34, 079 201, 417, 790 
Aircraft engines lace ‘ 144, 275, 458 


OCR ck 6 site iss ce a oR aphetanive 345, 893, 248 


Mr. Batwan. That was limited to the existing directives on life of 
type planes; is that right 

Colonel Burerson. At that particular time, sir, there had been 
no across-the-board establishment of life of type. 

Mr. Batwan. Hasthere been since? 

Colonel Burcrson. There has been; yes, sir. In December 1953, our 
Assistant Secretary approved for his new retention criteria, which 
1s much more flexible than the previous’ statement, and it provided 
for a way and a means of reviewing on a fiscal-year basis all of the 
items on our inventory and coincident with that we got the Air 
Staff to establish retirement dates for every production type model 
airplane that we have in our inventory. All that information has 
been furnished to the Air Materiel Command and to their depots. 

Mr. Bauwan. Do you have a succeeding Operations Clean-Sweep 
or Spring Cleaning ? 
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Colonel Burreson. Well, this action here, the expanding of our in- 
ventory and the establishment of retirement dates, for all of our air- 
craft was coincident with project Clean Sweep in the Department of 
Defense. 

Mr. Batwan. At the time the subcommittee was at Robins Air 
Force Base and that was right at the tail end of Operations Spring 
Cleaning, you had not established definite dates on your life of type 
for various planes. 

Colonel Burcrson. That’s right, sir, we furnished the retirement 
on - the 29th of January. They were revised slightly in April 
of 1954. 

Mr. Batwan. At that time Operations Spring Cleaning was com- 
pleted ¢ 

Colonel Burcrson. Operations Spring Cleaning had been com- 
pleted ; yes, sir. 

Mr. Batwan. What are you doing in applying the new data on 
life of type to further declarations of excess? Do you have another 
Spring Cleaning in operation ? 

Colonel Burceson. We don’t call it a project, Mr. Balwan. Clean 
Sweep is a Department of Defense overall project, as you know, and 
it is to remove all excess items within the inventory. 1 tried to point 
out that our new expanded criteria does apply to everything that is 
in our inventory. With aeronautical items we will retain items to 
support those airplanes throughout the program life. Of the aero- 
nautical items we provide for operating requirements plus mobiliza- 
tion requirements. 

Those operating requirements include the reserve forces our end 
staff commitments. It is on a fiscal year basis with the programed 
documents, the troop strengths, the unit strengths, the aircraft 
inventory; the Air Materiel Command does make projects and re- 
quirements. The overages of course are disposed of. 

Mr. Batwan. You have a summary report, don’t you, by line items 
as to Operations Spring Cleaning which was completed ¢ 

Colonel Burarson. I believe there is one, sir. I will have to refer 
that to the Air Materiel Command. 

Mr. Batwan. We tried to get it last year but every time it still was 
not finished. You extended the dates for the reporting of a lot of 
activities on that. 

Colonel Burcrson. The project itself was terminated on the 31st 
of December 1953, sir. All of the items which had been determined 
to be excess under the Spring Cleaning criteria had not been phased 
out on the inventory at that particular time. Some of them were 
being screened. Those which required screening were being screened. 

Mr. Batwan. Will you provide the subcommittee with that report ! 
What actually happened as a result of Spring Cleaning? 

Colonel Burceson. In the way of each commodity which was dis- 
posed of ? 

Mr. Batway. By line items you have. 

Colonel Burerson. All 34,000, sir? 

Mr. Batwan. You have 34,000? 

Colonel Burcrson. Yes, sir. 

Mr. Batwan. Of which you reviewed 400,000 and you have a mil- 
Jion in the system. 

Colonel Burcgson. Yes, sir. 
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(A more detailed report of Clean Sweep appears in the appendix 
as exhibit E, p. 685.) ; 

Mr. Houirizwp. They had a million in the system and they reviewed 
425,000 and they found in 34,000 cases that there were quantitative 
excesses. 

Mr. Batwan. The General Accounting Office found some discrep- 
ancies in their studies at Warner Robins Air Force Base on the man- 
ner in which they checked their inventory against criterias. Could 
you provide the staff with as much of the results of this as you can 
without the idea of leaving it, just so we can work with it? 

Colonel BurgEson. Yes, sir, will do. 

Mr. Houirretp. Now I see you estimate that the Air Force partici- 
pation will identify and initiate disposal action on an estimated $2 
billion worth of peapery 

Colonel Burceson. That’s right, sir. 

Mr. HouiFrtetp. Half of that $2 billion has already been identified 
and disposal action either in process or completed. 

Colonel Burecrson. That’s right. 

Mr. Hourrietp. And that refers to the general statement that for 
the first 4 months of this calander year your disposal activity reached 
$275,000 and we estimate an additional $750,000 for the remainder of 
the year. 

Colonel Burereson. That’s right, sir. 

Mr. Houirrevp. That is the same figures. 

Mr. Batwan. Would you say that your activity, your total genera- 
tion of surplus is going up, is on the upgrade? 

Colonel Burceson. It will be going somewhat on the upgrade, sir, 
until about the end of this year at which time it will level off. 

Mr. Batwan. It will be at the rate of about a billion a year? 

Colonel Burceson. We have a program in 1956 of $1 billion antici- 
pated. 

Mr. Batwan. $1 billion. 

Colonel Burceson. Yes, sir. 

Mr. Hoxirretp. All of your propeller type planes eventually, I 
imagine, will come into this program. 

General O’Kerers. The phasing out of the older Air Force and 

going to the all jet. 
_ Mr. Batwan. Now on Clean Sweep as differentiated from Spring 
Cleaning, that was an instruction of December 1953 by Secretary 
raps when he was an Assistant Secretary for Supply and Logis- 
ies. 

What actions have been taken since that time specifically? Just 
what did Clean Sweep result in and how did it affect the Air Force? 

Colonel Burcrson. If I understand you correctly, Mr. Balwan, we 
developed that in conjunction with Clean-Sweep new retention criteria 
under which we could measure our projected requirements, sir, and 
that was for every item in our inventory. 

We are reviewing those coincident with our budgeting and buying 
programs on a fiscal-year basis starting now. In addition to that, 
Clean-Sweep asked for better merchandising methods. We have bet- 
ter merchandising methods, I think. 

Mr. Batwan. Was there a study made of that? Wasn’t there a 


study made of better merchandising methods, improving incentive, 
personnel ? 
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Colonel Burerson. That’s right, sir. There were studies made by 
the Air Force on training of personnel. Our study was submitted to the 
Secretary of Defense. I believe the Navy had the responsibility ini- 
tially with the merchandising plan. The Army had responsibilities 
for developing a plan for business incentives. 

Mr. Batwan. In 1953 the subcommittee in its report stated : 

The subcommittee is pleased to hear that the Office of the Secretary of 
Defense is prepared to submit a program for the improvement of the disposal 


organization and the policy within the Department of Defense. In reply to the 
recommendations of the subcommittee, in the third intermediate report— 


and that was the Supply Management report— 


asking for a statement of plans for an effective and expeditious program of 
surplus property disposal, the Assistant Secretary of Defense, Supply and Lo- 
gistics, the Honorable Charles 8. Thomas, informed the chairman on December 
23, 1953, as follows : 
“Within the Department of Defense the Secretary initiated on November 24 a 
program designated Operations Clean-Sweep designed to rid the military sup- 
Ply system of items surplus to its needs, assigning to the Assistant Secretary 
of Supply and Logistics responsibility for the program. Attached hereto is an 
implementing memorandum of November 30 to the departmental Assistant Secre- 
taries. In connection with the disposal program, the Navy has been assigned 
responsibility for the development and coordination of a Department of De- 
fense merchandising plan for the DOD surplus materials. Directives are in 
process of being promulgated covering the training program, incentive program 
and screening program for expediting disposal of surplus materials.” 
The subcommittee looks forward to an opportunity to hear the details of this 
program as soon as hearings can be arranged. 
And that was at that time. Now we understand that even though 
the report was out in January 1954, the price reorganization on the 
screening phase of this just came in this spring. 
Colonel Burcrson. I believe, sir, the spring of 1954 was the first 
change in the screening. 
Mr. Batwan. The concurrent screening operations. 
Colonel Burerson. That’s right, sir. It is being revised mght now. 
A new agreement has been reached. 
Mr. Houtrrep. Let’s get this clear, at least in my mind. 
Up until the end of 1953, you had your so-called Spring Cleaning 
Operations. Then beginning in 1954 as the result of new criteria 
promulgated by the Department of Defense, you started a Clean- 
Sweep program; is that right # 
Colonel Burcreson. That is not quite right, Mr. Holifield. The Air 
Force developed its own criteria, sir. 
Mr. Houirrevp. In harmony with the DOD directive for Clean- 
Sweep which was sent out to all of the Departments of Defense? 
Colonel Burceson. That’s right. 
Mr. Howirretp. And since that time you have been operating since 
the beginning of 1954 when you developed this new criteria you have 
been operating on a different basis than before. 
Colonel Burcrson. That is right, sir. 
Mr. Houirteip. And has it been generating more excess and faster! 
Colonel Burcrson. Very definitely, sir. I believe the general 
brought out in his statement the activity of $275 million worth of 
prenaay or $277 million in 1953. In 1954 that went up to $575 mil- 
ion. We are looking for approximately $1 billion this year and an- 
other $1 billion next year. 
Mr. Ho.irrevp. The great percentage of this is in aircraft or com- 
ponent parts. 
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Colonel Burceson. Technical equipment, aircraft and related spare 
parts. 

Mr. Hoiirretp. Would you say 60 or 70 percent ? 

Colonel Burcrson. I would estimate 60 percent, sir. 

Mr. Batwan. Mr. Chairman, could we go ahead with Mr. Thomas 
and have him explain the analysis and have these gentlemen stand 
by ¢ 

“Mr. HouiFtetp. Fine. Thank you for your testimony. 

Mr. Larscoms. Mr. Chairman, before the general leaves, could I 
ask a question. 

Mr. Houtrrecp. They are not leaving, but you go ahead and ask 
the question. 

Mr. Liescoms. I have an article here, Mr. Chairman, that I just 
clipped from the Los Angeles Examiner of yesterday, June 21, and 
included in it is some mention of a sale conducted on June 8 at Kelly 
Air Force Base in San Antonio, Tex. It had to do with the sale of 93 
postwar C-82 flying boxcars costing $441,935 each and they were 
sold for an average price of $9,005. 

General, what is the usual policy on these types of sale and what 
brings them about and how are they arranged for auction? 

Colonel McCampseti. May I handle that, sir? 

General O’Keere. Yes. Are you familiar with it? 

Colonel McCampsety. Yes, very familiar with it. 

The C-82 aircraft was the forerunner of the present C—119 boxcar. 
The C-—82 aircraft was operationally unsuitable for several reasons. 

First, it was the first aircraft of that type. It was built in 1945. 
There have been 10 years of improvements. 

The machine was underpowered, too short ranged, and not suffi- 
cient capacity to meet our present military needs. We flew that plane 
during the end of World War II and up until just recently the air- 
plane was no longer suitable for our operations, so we proceeded to 
dispose of them. 

Before we disposed of them we screened the other services and 
everybody we thought that might be interested in them such as the 
Forest Service, the Coast Guard, and so on and so forth. They did not 
choose to have it and, therefore, we set it up for sale. We advertised 
the sale. We sent out to some 1,600 prospective bidders who were in- 
terested in it. We got a report from the CAA as to whether or not 
they would license it. They said “No,” they would not license it with- 
out extensive and complete modification. 

That modification and what would have to be done before that 
would be suitable for civilian use, was depending upon whether 
you were going to carry passengers or cargo, short range, long range, 
the altitude you were flying and so on and so forth. 

After extensive studies by the individual buyers with Fairchild, 
the aircraft is not just a good salable aircraft. We think we got a 
fair price for that aircraft. 

Whoever takes that, if they fly it in the United States will have to 
run extensive modification. I mean by that engines and control 
changes and so on and so forth. 

Mr. Lirescoms. Well, if CAA would have licensed these or told you 
that they would have licensed them, would you have sold them for 
more money ? 
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Colonel McCampspe.L. Had they been suitable for immediate licens- 
ing, we would have undoubtedly gotten more money but the aircraft 
is such that it is not safe by civilian standards. 

Mr. Lirscoms. Of course, in this newspaper report, too, it says, 
“yesterday a Los Angeles aviation man estimated that when licensed 
by the CAA, each of these planes will be worth about $250,000 on the 
open market.” 

General O’Keere. I am surprised that they could even modify them 
for that cost, under the CAA standards of certification. A tremendous 
amount of money would have to be spent to permit them to be licensed 
under CAA criteria. 

Mr. Lipscoms. Are you purchasing flying boxcars now ? 

General O’Keerr. No. 

Colonel McCamrse ty. Certainly not of the C-82 type. An air- 
plane of that comparable operation or capability, no, it is much too 
inefficient for our present Air Force. 

General O’Kerre. The only comparable plane to it that is under 
purchase is another type similar to it but it is not the C-82., 

Mr. Lipscoms. What kind of an auction was this? Just for these 
93 aircraft? 

Colonel McCampsetu. This was a sealed-bid individual airpiane, 
and it was only the C-82 aircraft. It was not an auction, it was a 
sealed-bid sale. 

Mr. Lipscoms. Well, I picked out a couple of discrepancies in this 
article, haven’t I? 

Colonel McCamresetu. It was a sealed-bid sale advertised. Bids 
were mailed out to some 1,600 customers. 

Lieutenant D’ANcrto. More than that, sir ; 2,000 or 2,500 customers, 
people who said they wanted to buy aircraft were solicited because of 
the volume and the value of the property. 

Mr. Batwan. Have we got a breakdown of the people to whom you 
sold these ? 

Colonel McCamrsetu. Bankers Life & Casualty Co. picked up 29 
of them. They were the largest bidder. The price ranged from in 
the neighborhood of $15,000 wasn’t it 

Lieutenant D’ANncELo. $15,000 top to $6,000 or $7,000. 

Colonel McCampsetn, Again you must remember these aircraft 
had been in dead storage for a considerable period of time. Some of 
them were cocooned, ies were not. Twelve of them were picked up 
not of the 93, but 12 additional were picked up by Brazil. ‘They 
selected those 12 airplanes by serial number in order to get the best 
of them, and they are being shipped through international relation- 
ship to Brazil. They would not take any more. 

Mr. Bautwan. Isthat the MDAP program ? 

Colonel McCampseitx. Reimbursable aid. 

Mr. Liescoms. Mr. Chairman, supplementing Mr. Balwan’s ques- 
tion, could we have a record of the whole sale? I mean see a copy of 
the bid sheet ? 

Colonel McCamrset.. The bid, the buyers, yes, sir. 

Mr. Lrescoms. Just how this sale was handled. 

Colonel McCampseu. Yes, sir. 

(See material referred to in the appendix as exhibit F, p. 689.) 

Mr. Lrescoms. Thank you very much, Mr. Chairman. 

Mr. Ho.irrerp, Yes, sir. 
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Mr. Batwan. Mr. Thomas, you people have looked through to find 
that 89 percent of the Air Force offerings during a 60-day period 
were characterized as being poor. We have heard testimony from 
the Air Force today saying they have improved their allotting pro- 
cedure, their advertising, their descriptions, their conditions of sale. 

Would you say that they have been improved to the extent that the 
Air Force has told the subcommittee today ? 


FURTHER STATEMENT OF JOHN THOMAS, DIRECTOR, PERSONAL 
PROPERTY UTILIZATION DIVISION, FEDERAL SUPPLY SERVICE, 
GENERAL SERVICES ADMINISTRATION; ACCOMPANIED BY 
LEWIS C. TUTTLE, DEPUTY DIRECTOR, PERSONAL PROPERTY 
UTILIZATION AND DISPOSAL DIVISION; PAUL BARRON, COUN- 
SEL; THOMAS A. KENNEDY, ASSOCIATE GENERAL COUNSEL; AND 
WILLIAM R. THOMAS, JR., DISPOSAL SPECIALIST, GENERAL 
SERVICES ADMINISTRATION 


Mr. JoHn Tuomas. Seventy-five percent of them were poor, Mr. 
Balwan, of the 87 screened. As indicated in the statement made to the 
committee yesterday, the Air Force’s case that we discussed here to- 
day was forwarded to them on March 17 at their request and it was 
transmitted to them. 

In transmitting it to them, we recognized that personal opinions 
enter into the ratings given, but that the points raised should serve as 
warning flags in future offerings so that the same thing would not 
develop again, and that they could also use them to better their offer- 
Ings. 

Mr. Batwan. What was your opinion about their allotting, for 
instance, and their descriptions? 

Mr. Joun THomas. Well, we have a rating scrawling sheet that we 
set up here on these offerings and I would like to say at this time we 
haven't gotten together with them as originally planned at the time 
we transmitted these over to them to get together with them after they 
had a chance to review these, to get their feelings as to our ratings. 

But, if you like, I will go through these now because our ratings on 
them, as far as we know, still stand. There would be no reason for 
changing them. 

At McClellan Air Force Base in California, the first one I have in 
front of them, some of the things we thought were wrong with them, 
that there were excessive instructions in the offerings, the property 
was not properly offered to get the best returns. There were confusing 
conditions and instructions. 

_ Mr. Batwan. What might be an example of a confusing condition 
in instruction? I thought that is GSA’s problem to make sure that 
the contract terms on the form are brought up to date. 

Mr. Joun Tuomas. Our regulations that we have out, we feel, are 
fairly complete. However, we do not keep an agency from changing 
those where they conflict because of the particular type of offering. 

In these cases, we think that the additional terms and conditions 
that have been written in here do conflict to some degree. 

There seems to be in this particular sale a downgrading of property 
by the method in which it is offered, such as used property—lI believe 
this is one of them—being offered as salvage property. 
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Now this is a sealed-bid offering and in the offering they have all 
types of property intermingled. ‘They have some lots of office equip- 
ment. Jam interpreting this to mean the way this is set up as being 
offered by the pound, such as office desks and what have you. 

In this particular offering there is also, I don’t know whether it was 
a cleanout, location cleanout or not, but I noticed that under lot No. 
89 they were offering chaplains’ equipment, acquisition gross at $600, 
in salvage condition. They offered it as 320 pounds, which consists of 
candlesticks, I imagine altar covers, chalices, crosses, and so forth, 
mixed in with one-man tents, timekeeping property, waggle trucks, 
and so forth. 

Mr. RiewimMANn. Could I ask this question, Mr. Chairman ? 

In respect to those pieces of equipment that are used in our chapels 
and so forth, were those used or was this new equipment ! 

Mr. Joun Tuomas. It is indicated as salvage. It has no other 
designation. 

Mr. Rrewuman. Crosses, chalices, and so forth. 

Mr. Joun Tuomas, That is correct. Now I assume that the acquisi- 
tion cross is correct. I have no reason to challenge it. That would be 
quite a lot of property for $600. 

I mean there are quite a few pieces but it is offered on a quantity 
basis as pounds, and the office furniture is offered by pounds. 

Mr. Batwan. Is that the way you advertise it when you make your 
sales ? 

Mr. Joun Tuomas. We wouldn’t advertise such an item as that on 
a poundage basis. We probably would consider it maybe on a basis 
if it was scrap. We would list it as such and not give it the type of 
nomenclature it has here. 

If it were salvage and could be sold in one lot, if something could 
be gotten out of it, we would make sure that it couldn’t be sold as 
an item first. That would be the first step you would have to take. 

I don’t know what the mailing list was on this, but I assume again it 
gets into one of those mechanical situations where they ask for a 
mailing list for this property and the list just went out automatically. 

But this is quite a lot of property that is being offered. The type of 
lotting that you have here with the intermingling that you have would 
make it difficult for any one buyer—even scrap iron, cast iron is in this 
offering—to stay interested. 

Mr. Batwan. What control do you have in telling the departments 
how they ought to sell? Can you get down that far to assist them in 
any way in the operational level, the disposal officer ? 

Mr. JoHN Troomas. We can, yes, where we have people that are 
available and the agency is receptive. We generally do quite a bit of 
clearing before we get down to the operator. 

We go through the Office of the Secretary of Defense down to the 
Service, from the Service out into the field, from the parent and 
stations out to the locations where the property is being sold. That 
is to keep everybody happy and we do that where we can and 
where we have people who are available. 

I would like to say this, as far as the Air Force is concerned, that 
they have been very cooperative and we have met with them, we have 
met with them at their conferences that they have held, and the 
Chief of our Disposal Branch has talked to them and we have in ope! 
meetings offered all the assistance that we could give. 
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Yet we do have limited assistance that is available and we hope that 
we can work it down in this way. Our regional offices also work very 
closely with the disposal officers. Mostly, it is on utilization where by 
contacting the salvage officer the disposal officer at the post, camp and 
the station, we get a lot of utilization on nonreported property. 

Mr. Bauwan. You don’t do so much on surplus, on the sale itself? 

Mr. Joun THomaAs. We just don’t have the people, the staff. 

Mr. Batwan. Is this your first attempt at trying to determine how 
the military departments are selling ? 

Mr. Joun Tuomas. To my knowledge, it is the first attempt that I 
know of. 

Now there might have been some before I got on to this picture 
which will soon be a year, Mr. Balwan. But practically all of the 
effort that has been put forth by the GSA staff has been on the utiliza- 
tion side. They have never been successful in getting funds to get 
down into the actual operation of disposal, take their shirt off, rub 
elbows with these fellows and see what their problems are. 

You can have a 12-foot shelf of books and you can have schools— 
we need schools, we need instructions, we need conferences—but you 
have to be on the job to do a good job, in coming up with a good sale. 

Mr. BatwaNn. Could the General Services Administration take and 
sell directly through the General Services Administration personnel 
the kind of items which the Air Force has listed in that sale? 

Mr. Joun Tuomas. If we were properly staffed, yes. 

Mr. Batwan. You think you could do it as well or better than the 
Air Force is doing it ? 

Mr. Joun Tuomas. Our job that we would do in my opinion would 
be a better job. I would like to go on to say if I might 

Mr. Howirretp. Well, now why would it be better? Let’s just 
explore this. 

Mr. Joun Tuomas. I think, Mr. Chairman, to begin with, take 
the sale we are talking about. This is an established base, full time 
operating base, the McClellan Air Force Base, is that correct ? 

Colonel Burcrson. That’s right, sir. 

Mr. Joun Tuomas. The first item that they offer in this sale is the 
scrap iron. If we were on the job or if GSA people were on the 
job, I am sure the first thing they would come up with for that base, 
since it is a continuing base, would be a term contract for scrap 
metals, not scrap metals as such but look at the whole picture of 
scrapping, how much scrap iron, in other words, how much ferrous 
and nonferrous metals do they generate. 

Does it warrant and does it justify a term contract? How is the 
generation of it? Is the generation of it on a continuing basis. 
Do you have the same thing coming up month after month and put 
it out on the basis of tying it into the market price, which can be 
done very easily. 

You have a continuing pickup. It is a one-time disposal that 
takes care of itself for a year, with the proper escalator clauses in the 
contract to take care of the contracting. 

Mr. Houiriewp. Tie it to the commercial prices? 

Mr. Joun Tuomas. Yes, at the location in the area where it is 
generated. 

Mr. Banwan. Are you satisfied with the Air Force’s procedure in 
the sale of scrap now $ 
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Mr. Joun Tuomas. Well, I think it has been improved. I would 
have to check into it a little closer, but I understand that they have 
made some definite improvements in it, and I haven’t gotten to the 
scrap phase of it yet, Mr. Balwan. 

Now, as to other items on these sales, which would come up such as 
your electrical equipment and so forth, those should be sales going to 
a particular market. You wouldn’t send them out to 2,500 people just 
on a mechanical basis. Maybe a few times up on offerings would 
indicate just exactly what method of sale was needed. 

By the same token, there are certain operating supplies which be- 
come surplus to a base, location, that can be sold on a daily basis 
eager with a spot base. And then you have your one-time sealed 

ids. 

But all of it, after taking a look at it, you can probably in a base 
this size and I am not too familiar with it, but I am assuming that it 
is a fairly large base, I can see where you might have possibly four 
types of sales running within 1 month, or just types of disposals. 

You might have sealed bids, you might have term contracts, you 
might have spot bids, you might have auctions, and it takes that kind 
of an operation to move it off. 

If the property generated was large enough, you probably would 
justify the use of disposal agents for the technical-type property, 
such as your aircraft groups, which could be worked in not. only in 
that one particular area but the general area out in that area for an 
industry agent on a term basis, not only covering that location but 
others. 

So it is not a matter of going once to bat to make a disposal to take 
care of a problem. You have got to consider all four of them at one 
time. Some of them might not be eligible for all four types of sale 
running at one time. But it is an ever-continuing problem. 

Mr. Batwan. The question is why do you think you could do it 
better? Do you have anything that is unique with GSA in relation 
to personnel and your tenure and rotation problems that make you 
feel you can do a better job? 

Mr. Joun THomas. Well, I believe it is a fact that the longer you 
stay with this problem the more it grows on you and the more interest 
you get in it. We, in GSA, do have a nucleus of good experienced 
people that have been in this thing for some time, and I don’t think 
that we would be subject to the turnover that the Services have. I 
believe those things alone would go far in improving the overall 
Federal disposal problem that we have. 

Mr. Lrescoms. You said that you could do a better job with more 
staff, too. How much more would you need ? 

Mr. JoHn Tuomas. For the disposal operation, and I would say 
this subject to further consideration, but I would say somewhere 
between four and maybe five to six hundred people working at selec- 
tive locations for control points and so forth for selling. I am not 
saying that we need someone at every individual hamlet, where we will 
say a county agent of agriculture is, we don’t need that because they 
could be picked up by traveling teams and units of sales people. 

rt Lipscoms. Just on the Air Force job, how many more would 
it take ? 

Mr. Joun THomas. Well, that is hard to determine at this particu- 
lar time. We are in the process right now of drafting up a sales 
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program by using industry agents. There is a lot of that property 
in that area which could be taken care of by industry agents which 
would not require the employment of people. I would like to defer 
that question until we can take a real good look at it. 

Mr. Liescoms. From your statement am I to assume that if the 
Air Force Staff was as qualified and if they did the job as you suggest, 
they do have enough staff to do it? 

Mr. Joun Tuomas. I would like to let them answer that question. 
I don’t believe I could answer that question. 

It will be the sales staff and not the blue-collar worker as we have it 
today. But I believe it could be handled, Mr. Lipscomb, with the 
figures that I gave. And that is selective location selling points where 
high generations are. 

There is a certain area of operations I have found, in my experience 
in going into locations, a lot of property is moved that is not necessary 
to be moved. The minute property becomes excess to a holding activ- 
ity, that holding activity has one interest and that is to get rid of it. 

They are interested in getting rid of it. They are glad to see 
when it is gotten rid of by utilization, but they know when that 
phase is over there is another one they have got to wait for, which 
is disposal. 

But as a general rule, you will find that an agency has one interest 
alone, and has no interest or not too much interest as to sales return. 
All they want to do is to get rid of the property. 

Mr. Lirscoms. Does GSA have sufficient staff now to do the kind of 
a job that they have to do at the present time for their own material, 
or do you still need more staff for just GSA operations ¢ 

Mr. Joun Tuomas. For our disposals, Mr. Lipscomb ? 

Mr. Liescoms. That’s right. 

Mr. Joun THomas. We have been taking care of those in addition to 
our other work, and I would say that we are not in too bad shape there. 
We don’t have too much to get rid of. We got rid of about 3 million 
last year and we did it along with our normal run of activity. 

Mr. Houtrtetp. If you did take over this type of work it would, of 
course, necessitate an increase in staff. 

Mr. Joun Tuomas. That is correct. 

Mr. Houtrretp. But would you anticipate building the type of es- 
tablishment which was used by the War Assets Administration, which 
at one time got up to as high as 60,000 people? 

Mr. Joun Tuomas. No, sir; we would not. 

Mr. Houirrerp. Would you plan their type of operation? In other 
words, they went into the job of doing the merchandising themselves. 
They built what you might call a merchandising operating organ- 
ization. Now would you think of going into it that way, or would 
you go into it as a matter of management operation ? 

Mr. Joun Tuomas. Management and operation together, but we 
would not, we do not propose to take custody. I mean we do not intend 
to take accountability. War assets program was where they took 
accountability, actual assignment over from an agency which created 
a terrific staffing for the control of that property by a very detailed 
method of accountability and it was set up on IBM control. 

But that was one of the fastest operation that required a tremen- 
dous employment even in addition to the normal sales force. 
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Mr. Howirtetp. Were you in that operation, Mr. Thomas? 

Mr. Joun Tuomas. Yes; I was in the operations. However, I was 
in the Pacific area. I was requested by the Secretary of the Interior 
to go out to the Hawaiian Islands and set up the aoe rogram for 
the few months that it was under the Department of the Interior. 

And while we were there, we operated in 1946 through February of 
1947 as a unit of the Department of Interior. From February 27, | 
think it was, we were transferred over to the War Assets and the pro- 
gram that we operated there was on a site basis. 

We didn’t actually take into that area accountability. We were 
cleaned up and closed out before any of the regions of War Assets, 
because we operated on a site location basis similar to what I referred 
to here, that we think could be done as far as the continental United 
States is concerned. 

Mr. Tuttle was with them here in the United States. I think he has 
something he wants to say on that. 

Mr. Turriz. Mr. Chairman, to go back to one question you asked, 
the GSA recently submitted a proposal called the GSA plan for sales 
assistance, submitted to the Assistant Secretary of Defense for Sup- 
ply and Logistics. That plan is as Mr. Thomas has outlined it. 

We have been computing minimum personnel requirements and it 
appears that a very fine start could be made with about 600 personnel, 
total GSA personnel, so that when anybody compares that with the 
War Assets operation of 58,000 to 60,000 why there is some idea of 
the relationship. 

The approach that is suggested or recommended in that document 
is & progressive one starting with major generating points, with full 
cooperation through the Department of Defense level down through 
the services as a must, by a sales force which would work out of each 
regional GSA office. 

The GSA people would not include your storekeepers, your folks in- 
volved in the bookkeeping, the record keeping, or the physical move- 
ment of the property, but using a nucleus of a disposal specialist or 
two, such as Mr. W. R. Thomas here, who is presently attached to 
our central office staff, and enough property people and clerical staff 
to accomplish, we feel, two things. A rapid disposition of excess 
either by transfer or transition to the surplus category, and then 
final disposal at site through these methods which Mr. Thomas 
has mentioned. 

(The plan referred to follows: ) 


GSA SaALes ASSISTANCE PROGRAM 


The GSA sales-assistance program is geared to produce a recovery of more 
than 14 percent of an estimated $2 billion volume, or $280 million. The average 
over a 3-year period has been less than 8 percent. Applied to a $2 billion year, 
that would produce a recovery of not more than $160 million. 

In addition to $120 million of additional revenue for the Government, impor- 
tant dollar savings in present sales-preparation costs are believed possible, be- 
cause at least 40 percent of the moving and removing of surplus now going 00 
in military installations will be precluded under the GSA sales program. 

This new program of assistance should make it possible for Department of 
Defense to release a substantial number of clerical and supervisory personnel 
now employed in disposal activities. The GSA program will utilize a force of 
less than 600, of which approximately 200 must be experts in marketing and 
merchandising, and the remainder will be essential clerical, control, and steno 
graphic help. It will utilize also the necessary space, the materials-handling 
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equipment, and the direct preparation and handling labor of DOD on a completely 
cooperative basis. 

The annual cost of the GSA program in full operation is estimated at $3.5 
million. Some consideration is being given to the transfer of sufficient moneys 
from the Department of Defense special proceeds of sale fund to allow GSA to 
start the program early in 1956. Whether it begins in 1956 or 1957, substantially 
less than $3.5 million will be expended because of the necessity for a progressive 


buildup. 

As is indicated by the attached map, the program will operate with a maximum 
of 45 units dispersed among GSA regions about as shown on the map. Wach 
sales unit is made up of three teams and a unit director, as follows: 


Sales unit director GS-13 Each of 3 sales teams: 
1 clerk-stenographer GS-4 1 specialist GS-12 
2 clerk-typists GS-3 1 property officer GS-9 
1 clerk-typist GS-3 
The 9 employees making up the 3 teams, plus the director and his force, thus 
make a total of 13 in each standard sales unit. 

Jach unit will be responsible for disposal of an average of approximately $45 
million. The degree of concentration, or the extent of the spread of generating 
installations, plus volume of surplus, will determine whether a team is to be 
somewhat static in a given area, or will operate as a flying squadron to set up 
and conduct the sales at several points on prearranged schedules. 

It is expected that from time to time 10 to a dozen additional commodity dis- 
tribution experts will be on our payroll, each for a relatively short period, and 
perhaps intermittently. About $200,000 of the $3.5 million is to be set aside for 
that and other necessary central office assistance where and when the program 
demands it. 

Mr. Houirievp. Let’s just put that right down to a particular mili- 
tary base which should generate surplus. At the present time, they 
have a certain number of military officers assigned to that and they 
also have civilian employees doing the career type of work which 
is on a civil-service basis. 

Would you expect a military to continue to perform that function 
and just leave the actual sales up to the GSA ? 

In other words, would they select and segregate their surplus 
material into warehouses or disposal yards, and then call the GSA 
in to perform the actual function of deciding what manner of sale 
you would make and staying there until the sale was over, collecting 
the money, turning it over to the military? Just how would you 
work now? What I find want to find out is are we planning a parallel 
organization or would it be a substitute organization, or have you 
thought that out ? 

Mr. Turrir. Yes, sir. That is always bound to be one of the first 
questions that people like the Bureau of the Budget will ask. We 
don’t see this as a superimposition of people. 

But at the same time we don’t visualize it can be a pushbutton 
operation that a GSA sales force would march into a military depot 
and that the disposal officer and his staff could immediately be reas- 
signed. 

But the people who are charged to the direct selling task, at a 
depot, where under this proposal GSA would move in with their sales 
folks, would not be needed if the operation proved out. 

Mr. Batwan. Would the total military requirement in personnel 
be reduced by 600? 

Mr. Turrie. After the initial phase was over I would certainly 
Say so. 

General O’Krrrr. Then we would have to remove people we don’t 
have in the program. 
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Mr. Torrie. We are speaking of DOD. 

Mr. Lirscoms. Mr. Chairman, that answers my question in a dif- 
ferent way. I asked if the military had enough personnel to do the 
job now and they couldn’t answer it, but now they say that they 
could reduce the Air Force if this program goes into effect, which 
is the same thing. 

Mr. Houtrietp. What was your comment on that, General ? 

General O’Keere. I thought I would help answer that. I ask that 
same question of people attached to the program and I am informed 
totally within the Air Force we have approximately 1,100 people 
directly implicated in this disposal program. 

Mr. Houtrrevp. Now that is civilian and military ? 

General O’Kerers. Civilian and military. 

Colonel McCamrsetu. I can give you those figures if you would 
like to take them. Officers 37, airmen 467, civilians 664. That figure 
is taken from a form 488 for the month of April 1955. 

General O’Kerrr. That figure is all inclusive. By that I mean it 
is from base level at the generating site up through the various desks 
and responsible agencies through even Air Force level, as I under- 
stand it, to include this particular field that our friends here stated 
they weren’t discussing, which is accountability of property which 
is very important to us in the Air Force. 

In other words, it is the total effort of not only the sales or the 
handling of the material but it includes the accountability ; in other 
words, control of people under General Stone, who are implicated, 
and they are included in these 1,100 people. 

Colonel McCampse.uz. In addition to that, for the matter of the 
record, that was full-time employees. We also have 130 part-time 
employees, which would be statistical control people and things of 
that nature. 

General O’Keerr. They only devote a part of their total time to this 
procedure. 

Colonel McCamrse.tu. Payroll, and so forth. 

Mr. Tuttix. Does this include your yard folks ? 

Colonel McCamppety. Yes; this includes our excess people who 
handle our excess property, our screening between the other depart- 
ments, in some cases, demilitarization oF equipment where we have 
to demilitarize where it can be done within the disposal yard and so 
on and so forth. 

Mr. Hourrterp. Assuming you were relieved of the actual sales 
function, how many of those people would you have to keep on in 
the job? Does this group do any screening ? 

Colonel McCampset.. Yes. 

Mr. Hotrrreip. Do they screen? They segregate within the ware- 
house and within the bases? They transport the material to disposal 
yards or disposal warehouses ? 

Colonel McCampsett. That is brought down to them generally, but 
they handle it within the disposal yard. It is transferred from the 
warehouse down to them. 

Where there is warehousing in a disposal area, that is property 
being held for screening, in some cases they do it, in other cases It 
is handled up in a general warehouse area where we can get better 
utilization of personnel. 
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There is some difference between organization on different bases, 
depending upon workload ; but a fair amount of this personnel is used 
actually in warehousing right at the disposal site. 

Mr. Houirrexp.: Now if the GSA performed the function of selling 
once this material has been segregated, how many people could you 
save # 

Colonel McCampse.u. I would hesitate to say, it is well less than 
half of them actually in a surplus operation, as such, if I understand 
what you think the mission or the operation should be but we would 
have to sit down and think that out. 

Mr. Houirretp. As I see it, you have got 37 officers and 467 men. 
That is roughly, 500 military people who are doing essentially a 
civilian job. 

Colonel McCampsety. That is right, sir. 

Mr. Hottrtetp. It would seem to me that the military people would 
prefer getting rid of this rather than doing it. It is certainly not a 
primary mission on your peat to do merchandising and to get rid of 
this surplus. It is something that has got to be done, but it would 
seem like to me if there was a way of doing this so that in the place 
of rotating your officers—I doubt if any career officer really looks for- 
ward with any anticipation to serving a year or two in any of these 
disposal areas. He would rather be about his career business. If he 
wanted to go into merchandising, he would have gotten himself a job 
with a mail-order house or some other thing. 

Colonel McCampsetn. It is necessary for two reasons. We have 
places like Mountain Home, Idaho, and places like that where we 
cannot furnish the civilian market, and we hen to rely upon military. 

The second thing is we have to provide for training of people who 
will go overseas like Guam, and so on and so forth, so they can handle 
it on an overseas tour. 

Then they must utilize it back here, so it is a combination of a low- 
labor market combined with training, so when they go overseas or on 
fy where the bullets are flying, we will have somebody that can 
do it. 

Mr. Houirteip. Well, you don’t have a surplus function to perform 
under those circumstances, do you? 

Colonel McCampsetu. Yes, we do now. 

Mr. Houtrtevp. I have been on Guam. If there is a generation 
of surplus on Guam, do you think that a civilian agency couldn’t go 
there under authority given him by the commanding officer and do this 
essentially civilian job? 

Colonel McCampsetu. That’s right, and in peacetime Guam was 
possibly a bad example. There are certain places, Thule, for instance, 
where it would be difficult. 

Mr. Hotiriexip. You are not going to sell anything in Thule any- 
= You are going to accumulate it and bring it out, aren’t you? 

olonel McCampse.u. That’s right, but they still have the excess 
problem to contend with and things of that nature, and reporting of 
excesses, and so on and so forth. 

Colonel Peck. At Thule, sir, we sell it right there. The bidders 
come in. 

Mr. Hotrrretp. You do? 

Colonel Peck. Yes, sir. 
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Mr. Houtrretp. And transport it out themselves ? 
Colonel Peck. Yes, sir. 
Mr. Houtrrevp. Or pay for it in military equipment? 
ll, they don’t just pay for it. They transport 


Colonel Peck. We 
it out. 

Mr. Hotirtetp. Go ahead with the analysis, please. 

Mr. Lirscoms. May I ask a question on this analysis? Why does 
the Air Force list these things in the invitations for bids and other 
sale catalogs in pounds? 

Colonel McCampsetu. I can’t answer that unless I could see the 
property. There again it is almost impossible to get an analysis unless 
you are there on the job. It may be such that the property, they were 
not able to itemize it. 

Mr. Liescomp. Is it because you take your inventory in pounds? 

Colonel McCamrse.u. No, sir, but lots of times your excesses are 
generated through a reclamation program, and we come up with a 
residue after we tear this engine down it goes through a modification 
or something, and this stuff is left over. 

Mr. Liescoms. I am talking about desks, for instance. 

Colonel McCameseti. That certainly is not understandable to me, 
and from the evidence we have here, 1 would say that was very bad 
judgment on the part of somebody. I agree with that, that that 
appears to be very bad judgment on the part of somebody, and it is 
not our policy. 

Mr. Lirscoms. I can’t pick that out right now, but I have looked 
at other of these sheets that have similar items on them in pounds. 

Mr. JoHn TuHomas. It doesn’t all run to one base. It is more than 
one base. 

Mr. Liescoms. Is it because they put it on the pallet and don’t count 
what is on the pallet and just weigh it? 

Colonel McCampseti. This is for shipping weight only. It is item- 
ized here. It says, “One wood desk, one metal chair, used, shipping 
weight 50 pounds.” 

Lieutenant D’Anceto. It is a poor format, this particular one. 

Mr. Lirscomp. I have seen others in that stack there, even clothing. 

Colonel McCampsetw. Let’s see, quantity 13-—— 

Mr. Batwan. Could you read that off, Mr. Thomas, so we will know 
what you are doing there? 

Mr. Joun Tuomas. In this one, which is Eglin Air Force Base in 
Florida, the items that I brought to the attention of the committee were 
items Nos. 5, 6, and 7, which is office furniture consisting of 1 desk 
and 1 metal chair, used, 50 pounds, and it is from the salvage yard. 
That is the location of the item. 

Mr. Batwan. What is your criticism about that one ? 

Mr. Joun Tuomas. Well, on the face of this offering, even an old 
buyer I believe would think that he was buying something by the 
pound, even though he might bid on it as an item. 

Mr. Bauwan. How is it asked for in the bid? Is it bid by the pound 
or by the unit? 

Mr. Joun Tuomas. It is by unit offering on a unit number, but the 
item offered for No. 5, which is office furniture consisting of 1 desk 
and 1 metal chair, used, 50 pounds, and the pounds is right in front 
of the line where you put your bid. 
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Mr. Hotrrrevp. Isn’t that more for the information of the buyer 
so that he will know how much his freight will be? That doesn’t 
necessarily mean it is being sold by the pound, does it? 

Lieutenant D’ANeexo. It is a poor format, sir. 

Mr. HouiF1revp. But that is the purpose for it. 

Lieutenant D’ANcexo. That’s right. 

Mr. Horrrrevp. It isn’t that you are offering it by the pound. 

Colonel McCampseti. That is right. 

General O’Kerere. It is to advise him of how bulky this thing is so 
he would know if he had to ship it, it weighed 50 pounds. 

Mr. Houirretp. He could go to the truck line and say, “How much 
will it cost me to transport 50 pounds a hundred miles.” 

Mr. Joun THomas. Here is another item from the one I read at 
McClellan Air Force base, and this first item that I am looking at 
here reads, “Safes, various types, sizes, and manufacturers, heavy con- 
struction, also file cabinets, light steel constructed, duplicating ma- 
chines, electric-operated. Incomplete salvage.” 

In their quantity on the number of units is 15,220 pounds. 

Mr. Batwan. Are they bidding on the lot there or so much a pound? 

Mr. Jonn Tuomas. I would take it they are bidding on the pound. 

Colonel McCampsett. It says incomplete salvage. Again, I can’t 
say what it means by that. It may be part of desks, parts of safes that 
he knows he has got 1,500 pounds of stuff here that if it were sold as 
scrap, this is what it is. A safe is pretty good scrap value, filing 
cabinets. 

Mr. Batwan. This is not being sold as scrap. 

Colonel McCamrseti. No; it is not. Maybe the buyer is bidding on 
it to be used, actually he will get rid of it as scrap. He may say, “I 
will buy it and use it as scrap.” Somebody else might buy it by items. 

Mr. Batwan. If you sell it as scrap, you have certain restrictions, 
but if he buys it at salvage to sell as scrap, he doesn’t have to abide by 
those descriptions. 

Colonel Peck. May I clarify that, please. A lot of times you have 
15 or 20 items that are so beat up that you couldn’t possibly use them 
for the item they were produced as, so instead of just taking those 
things and throwing in a bin as so much ferrite metal or nonferrous 
metal, whatever it might be, you put them on that type of bid to up- 
grade it so one man could go in there and buy maybe 10, and by taking 
certain pieces, come out with two and get a little more value. 

Mr. Joun Tuomas. You have automotive parts here being offered. 
It doesn’t give the manufacturer under the item, but the item being 
offered—and incidentally, in this particular offering I think it is 
Scott Field, Scott Air Force Base, IIl., there is 394 items being offered, 
and on page No. 10 there is automotive parts, item No. 150; there are 
6 of them unused, and I assume that is new, and the quantity of it is 
6, and the unit bid there asked for under the unit is pounds, and that 
runs throughout this. 

Lieutenant D’Ancero. Is that a spot-bid sale, sir ? 

Mr. Joun Tuomas. I believe it is. 

Lieutenant D’Aneexo. Then that is not by pound. We want a lot 
bid. That is in the instructions to bidders. 

Mr. Turrie. Here is another one in Robins Air Force Base, Ga., on 
page 4 of that offering. You have, for example, vehicle parts, gears, 
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retainers, wheels, harnesses, starters, et cetera, unused and used in one 

lot, unit of quantity, 1,750; unit of measure, pounds; the bid being 
unds. 

PeThat is a mixture of used and unused 17 pounds. That is a spot bid 

at Robins. There are a number of those in this particular offering. 

One of the additional things in addition to this pounds business that 
we noticed in a number of these is the admixture of technical items. 
such as your aircraft parts, components, and accessories, often un- 
used, with general purpose and common-use property in the same 
offering. 

It is difficult for us to see how you market, how you reach a market 
when you are offering furniture and old sinks and even scrap in the 
same offering with technical items, particularly if the quantities— 
you can’t be dogmatic about these things—are fairly substantial. 
You certainly are not reaching one or the other markets. 

Mr. Batwan. Did you visit any of these bases to look at this thing! 

Mr. Joun Tuomas. No, sir; we did not. : 

Mr. Batwan. Who devises the criteria for making this study? 

Mr. Turtie. We put on board last fall three disposal specialists. 

Mr. Batwan. Is Mr. Thomas one of them ? 

Mr. Tortie. Mr. W. R. Thomas is one of those. 

Mr. Batwan. And what is his experience ? 

Mr. Jonn Tuomas. Mr. Thomas, would you like to tell the com- 
mittee your experience ? 

Mr. Wiitu1am Tuomas. I am a graduate of Princeton, where | 
majored in economics. I went into a department store in Johnstown, 
Pa., which had been founded by my grandfather a hundred years 
ago, John Thomas & Sons. My father had a very minor interest in 
that. 

I stayed there for a little over 20 years, working in all phases of 
merchandising and advertising, and so on, everything that goes with 
department store work, and ended up as president and general manager 
and as half owner of the business. 

The place was turned over to Sears, Roebuck and I left then. I 
went to Pittsburgh and opened an office for Lionel D. Edie & Co., 
New York, a firm of investment counselors, where the job was to 
sell and service economic advice and advice on portfolio management, 
the purchase and sale of stocks and bonds. 

I left there to come to Washington in 1941 with OPA, where I 
was a member of industry council. I became vice chairman of it. 
That was a group of businessmen, practically all serving without com- 
pensation, a part of Administrator Henderson’s staff, to meet with 
business groups and try to iron out the difficulties that they were 
experiencing with price controls. 

Incidentally, it might be of interest, I was one of a committee of 
seven, I believe, sent to the coast in early 1942 to plan and execute 
removal of the Japanese from the Pacific coast. That was quite an 
experience. 

Mr. Batwan. That was not a surplus problem. 

Mr. Witi1amM Tuomas. No, sir; reverse plus, I can tell you that. 

I left there and moved over into surplus property when the thing 
started up under Treasury procurement in the late spring of 1944. 

I went in as an associate director of region 3 which comprised 
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Delaware, Maryland, Virginia, North Carolina, District of Colum- 
bia, and I had charge of all sales in that territory. I later became 
division director for a while. 

After about 3 years of that kind of fieldwork or 314, I move into 
the Washington office as Deputy Director of the Sales Planning and 
Analysis Division. 

Mr. Batwan. This is in War Assets? 

Mr. Witu1aAM Tuomas. In War Assets, and I stayed there until the 
spring of 1948 when the thing was closing up, when I moved to a 
farm near Charlottesville in Virginia, which I own. I mention that 
because it still has to do with merchandising. 

On that farm is the oldest, I believe, operating old-fashioned grist- 
mill in the United States. It was built in 1740, and I thought the 
old thing had possibilities, and we started to manufacture and market 
a varied line of cereals and old-fashioned flours of all kinds. 

Mr. HouirieLp. Any good ground cornmeal for cornbread ? 

Mr. Witt1Am THomas. Both yellow and white. You can still buy 
it here in Washington, Magruders sell it, Woodward & Lothrop, 
pretty well up and down the coast. 

Mr. HotirreLp. We will accept the commercial in view of the chair- 
man’s question. 

Mr. WiLL1AM Tuomas. We no longer own it, you see. I came back 
into Government in 1951 to the Office of Price Stabilization, was Dep- 
uty Director of the Office of Industry Advisory Committee, which 
Office handled over 600 committees with a membership of nine to ten 
thousand industrial leaders in the country covering every phase, as 
you know, of this wide economy of ours. 

When that folded up, I went into partial retirement, although I 
was holding down two jobs. I was representing the National Safe 
Drivers Association in two counties, Montgomery and Frederick, and 
also [ represented almost the same territory, covered almost the same 
territory for the Heath Lighting Engineering Co. I came back into 
the Government last fall in GSA. 

Mr. Batwan. Did you advise the criteria ? 

Mr. Witu1AmM Tuomas. Along with another man. Two of us worked 
on this, a man named Burrows, who has a very extensive merchandising 
background. He had been one of Sears, Roebuck top officials for 
years. 

Mr. Batwan. Have you been in the field to observe military prop- 
erty lately ? 

Mr. Witt1am Tuomas. I have made several trips. I have covered 
a couple of auction sales and I have also made some other trips. 

_ Mr. Batwan. Mr. Chairman, I might ask Mr. Thomas if he could 
just give us a general opinion of Air Force offerings. 

Mr. Joun Tuomas. Well, in brief, the majority of these things 
were rated not too good for the reason that they were selling property 
by the pound, unused property, technical items were mixed with 
common-use items and you can’t market property on that basis; sal- 
vage designation on usable property, lots were too small and too 
wide, mailing for the small lots, which causes expense and scrap mixed 
in with usable items. 

There was another item that Mr. Thomas already has done a lot of 
grading on, and that is the adjustment clause that enters into all 
of them, and that is the 25-percent adjustment clause. 
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We think it is a rather interesting item and sometimes it is most 
harmful as far as return is concerned. Mr. Tuttle can speak to that 
very briefly. 

Mr. BALwAn. Just what is this 25 percent? 

Mr. Torre. Perhaps it is best to read one. The specialist had 
marked this up each time they found it in an Air Force offering. It 
reads this way: 

The Government reserves the right to vary the quantity tendered or delivered 
to the purchaser by 25 percent. If the Government tenders or delivers a quantity 
up to 25 percent in excess of that stated in the inventory, the purchaser agrees 
to accept such quantity and pay the Government therefor at the unit price set 
forth in this contract. 

Mr. Batwan. If they give him 25 percent more material than is 
advertised, he has to take that 25 percent ? 

Mr. Turriz. And pay for it. [Reading:] 

If the Government tenders or delivers a quantity less than that stated in the 
invitation, the purchaser agrees to accept the quantity tendered or delivered un- 
less the variation exceeds 25 percent of the quantity stated in the invitation. In 
such event the Government will refund the purchaser the difference between the 
quantity paid for and the quantity delivered calculated upon the basis of the 
unit price set forth in this contract. 

The thing that strikes us about it is that the Government is pro- 
tected here on 76-percent deliveries. Therefore if I were a bidder, 
I would bid at about 76 percent of what I would bid if I could have 
a reasonable assurance of getting 100 percent of alot. In other words, 
we feel that this is the sort of thing that will downgrade your property 
and the return. 

Mr. Batwan. Isn’t that an out for the Air Force on count and on 
poundage ? 

Mr. Turtie. It makes it easy to handle these on pounds, because all 
you have got to do, it is very simple to compute a shortage in pounds, 
you have got a scale weight. 

Mr. Batwan. This will reduce some of the claims against the Air 
Force, though, in case they don’t have all that they represent to have. 

Mr. Tutte. Unquestionably it would reduce claims, but you have 
got to weigh these things with a number of other factors involved. 

The general terms and conditions that have been in use for several 
years are far from perfect, but they were based upon the experience 
of a number of agencies, including the War Assets folks. 

Mr. Batwan. Is that an additional condition and in conflict with 
one of your conditions on 114? 

Mr. Torrie. Yes, it is. 

Mr. Batwan. It isin conflict. In other words, the bidder will take 
a look at standard form 114 and find there is a 10-percent variation 
which he can count on, and look on another page and find a 25-percent 
variation. Which one does he believe then if they come to a claim! 
What is the procedure ? 

Mr. Torrie. I believe, and the Air Force can check me on this, 
that the Air Force would say that the additional term supersedes the 
No. 8 in the standard terms and conditions, and whether they cat 
hold to that position with a good lawyer, I just don’t know. _ 

Mr. Batwan. I thought that GSA has to prescribe the regulations 
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Mr. Turriz. GSA does allow in its regulation the use of additional 
sales, terms, and conditions, because certainly you recognize that there 
is no single set that would serve all purposes. 

Mr. Hoxtrtetp. Gentlemen, that is a rollcall and it is time for our 
adjournment anyway. We will have to adjourn, and we will pos- 
sibly want to take this up a little bit further later, but we will let you 
know in ample time. 

There are also, I understand, some folks here from the Atomic 
Energy Committee that want to testify in regard to the surplus prob- 
lem, and possibly a witness from the Department of Commerce. 
We may want to hear them and we will try to notify them in time for 
an appearance as soon as we can arrange it. Thank you, gentlemen 
very much. 

(Whereupon, at 3:20 p. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, June 24, 1955.) 
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THURSDAY, JUNE 23, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Minirary Operations 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
1501, New House Office Building, Hon. Chet Holifield (chairman of 
the subcommittee) presiding. 

Present: Representatives Holifield (presiding), Riehlman, Lips- 
comb, Fascell, and Griffiths. 

Also present: Michael P. Balwan, staff director. 

Mr. Houtrretp. ‘The subcommittee will come to order. 

All right, Mr. Thomas, you may proceed. 

I think at the time we adjourned yesterday, you were going over 
some of the cases, you and Mr. W. R. Thomas, and pointing out some 
of your reasons for the evaluation of the offerings as being poor. 

Mr. Joun Tuomas. That is correct. 

Mr. Houtrretp. Would you want to proceed with some more of 
those, or do you have something else that you wish to say? 

Mr. Joun Txomas. May I go off the record for just a second? 

Mr. Hoxtrrenp. Off the record a moment. 

(Discussion off the record.) 

Mr. Batwan. Mr. Chairman, by way of giving a background to the 
statistics on the study, these sales offerings represent Army s sales, in- 
vitations for bid which were studied for a 6-day period by the Gen- 
eral Services Administration, covering about 2 or 3 months in the 

calendar year 1954. 

Mr. Joun Tuomas. November and December of 1954 and Janua? 
of 1955. 

Mr. Batwan. One hundred and ninety-five offerings of the Army’s 
sales were studied, and of those 62 or 31.8 percent were rated good by 
the GSA criteria, 38 or 19.5 percent were rated fair, and 95 or 48.7 
percent were rated poor. 


Could you proceed to tell us what you found to be lacking in the 
sales offer ings? 
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FURTHER STATEMENT OF JOHN THOMAS, DIRECTOR, PERSONAL 
PROPERTY UTILIZATION DIVISION, FEDERAL SUPPLY SERVICE, 
GENERAL SERVICES ADMINISTRATION; ACCOMPANIED BY 
LEWIS C. TUTTLE, DEPUTY DIRECTOR, PERSONAL PROPERTY 
UTILIZATION AND DISPOSAL DIVISION; PAUL BARRON, COUN. 
SEL; THOMAS A. KENNEDY, ASSOCIATE GENERAL COUNSEL; AND 
WILLIAM R. THOMAS, JR., DISPOSAL SPECIALIST, GENERAL 
SERVICES ADMINISTRATION 


Mr. Joun Tuomas. In general, among the things that we have 
found from our experience that affect the low return are methods of 
lotting, descriptive matters sometimes being confusing to the buyer, 
and the method of sale being used. 

However, there were other things that were considered at the time. 

I would like to make one point clear to the committee. We tried to 
look at these offerings as any new potential buyer would, or someone 
who has had some experience in buying from the Government. Our 
effort was to find out to what extent these printed offerings themselves 
were probably reducing the recovery, and also increasing cost of 
selling. 

See ied n. This is your answer to a charge which might be leveled 
against GSA study, that you had not visited the installations to look 
at the material being sold? 

Mr. Joun Tuomas. That is correct. 

In this first analysis that we made, we pointed out to the people of 
the Department of Defense, more particularly Mr. Ralph Spencer, 
whom we have liaison with in the Office of the Secretary of Defense, 
that we were trying to do this on a very objective basis on those three 
principles, that we were not going into the field. 

We did not at this particular time. We wanted a look-see of the 
manner and method which was being used as disposal actions being 
taken by the service. 

As I said before, we had these sent in by our regional offices, which 
copies of all sales offerings go to, anyway. It was understood at the 
time we contacted Mr. Spencer, both formally and informally, that 
these were to be used for the purposes of working with them to develop 
improvements in offerings and methods of offerings. 

The check would be only one segment of the overall selling operation 
which includes such important things as marketing, merchandising, 
using the right methods of sales. We believe that those who sell Gov- 
ernment property must raise their sights above and beyond the old 
case-hardened buyers to reach new purchasers, and many of these offer- 
ings would frighten many people if we tried to get bids on them, we 
feel, as they are now being offered. 

Now, as an example, I would like to use this one right here off the 
top, as we come to it, which is the Rock Island Arsenal, Rock Island, 
Ill. This, incidentally, was rated as poor. The invitation number is 
11-7-S-55-14. One of the minor things in this particular one is that 
there is no date of invitation, when the invitation went out. However, 
that is minor. 

Mr. Batwawn. Is there a closing date when the bids are due? 

Mr. Joun Tuomas. There is a closing date, and an indication of 
when the bids will be open. 
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Mr. Bauwan. How long a period of inspection do you have, then? 

Mr. Jonn Tuomas. The period of inspection on this one was Mon- 
day through Friday, exclusively, through January 13, 1955. And, 
we will assume that it can be inspected at that time between the hours 
of 8 to 11, and from 1 to 4. 

Now, this offering covers 285 lots. The lotting is fairly good. How- 
ever, the lots are all very small. 

I believe the better approach to the disposal of property of this type, 
and from this location because of Rock Island Arsenal being located 
where it is, that the property would have lent itself to a spot bid better 
than a sealed bid. 

Mr. Batwan. What kind of things did they sell? The subcommittee 
does not know what you are talking about. 

Mr. Jonun Tuomas. Electric motors, GE, one-eighth horsepower. 
There is one each being sold. There is an acquisition cost of $35— 
unused, 

Mr. Batwan. What was the big thing that was wrong by your cri- 
teria which made this a poor sale? 

Mr. Joun Tuomas. The method of offering. It could have been a 
spot bid sale and, I believe, economies would have been developed out 
of a spot bid sale over a sealed bid sale, because—— 

Mr. Hottrrexp. Is that because there are so many small items and a 
limited quantity. ? 

Mr. Jonn Tuomas. Because of the number of small items and lim- 
ited quantities. 

The location, in our mind, would lend itself to a spot bid sale. 

Mr. Houtrreip. Close to populated areas ? 

Mr. Joun Tuomas. Close to populated areas. It could have been a 
1-day stand, so to speak. It could have gone out to good, potential 
buyers in the area or a wider mailing list, if justified, and they could 
have come in, made their bid, know what they got, paid for the prop- 
erty, and even taken it away on the same day. 

As it was, the sealed-bid method being used, I assume it went out to 
a rather large mailing list, and any number of bidders would be com- 
ing in. It means there would be an administrative cost of handling 
285 items, and it is quite possible that you could have had a very high 
a of awards and, of course, that makes a lot of cost right down 

ne line. 

Mr. Batwan. Will you pass that around, and proceed with the 
next one? 

Mr. Chairman, I think General McNamara has studied all of these 
-~ that they have the appropriate comments to make when we put 

1em on. 

General McNamara. Most of them. 

Mr. Joun Tuomas. I have one here from the Lima Ordnance Depot 
at Lima, Ohio. The invitation number is 33-55-4-S5-4-12, and dated 
May 7,1954. This document was rated “poor” by us. 

Some of the things that caused it to be rated “poor” were items, as 
unrelated items, in the lotting and that statements in identifying the 
roperty and more in particular, to this sale, starting on page 3. 

here is a lot being offered, and the description of the property starts 
on page 3, and runs all the way through page 4, all the way through 
page 5, and a portion of page 6. . : ; 

Mr. Batwan. What kind of material is it? 
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Mr. Joun Tuomas. The first listing here is steel track, M5TR, 
126 each. 

Mr. Bauwan. Is this all one lot you are talking about ? 

Mr. Joun Tuomas. It is all one lot. 

I will read on from there. Housing gear drives, 2 each; clutch, 2 
each; link assembly, T48, track rubber, 143 each. And, skipping over 
to the next page, we start with rods connected engine, 13 each, roller 
upward track assembly, 2 each; and closing out the lot with informa- 
tion, or items listed, such as joints, swivel, hydraulic, et cetera. 

Mr. Hortrtetp. Now, are these all parts of one type of machinery! 

Mr. Joun Tuomas. It is hard to say. There is no indication to 
identify what they are parts of, as far as a commercial buyer is con- 
cerned, none whatsoever. But, I would say that it is Ordnance mate- 
rial, and, of course, that does not pinpoint it from an informational 
standpoint to a buyer. Now, it is offered on a lot basis. 

Mr. Fasceti. You mean, for example, that they are talking about 
connecting rods in there, and you do not know what kind of connecting 
rods until you actually see them ? 

Mr. Joun Tuomas. No, they could probably be for a Cadillac 
motor; or they could probably be for a tractor motor, they-—— 

Mr. Fasceti. Hydraulic lift. 

Mr. Joun Tuomas. Hydraulic lift. 

Mr. Batwan. Why don’t you pass that one around? How would 
you handle that merchandise ? 

Mr. Jonn Tuomas. Well, I would try to get the manufacturer on 
it and the spare parts on it and try to find out from the end item, if 
we could, after tracking that down, so as to put it in a commercial 
language to get a buyer interested. 

Mr. Rieniman. Is this sealed bid or spot sale? 

Mr. Jonn THomas. That was a sealed-bid offering. 

Mr. Batwan. This is the opposite of the Air Force offerings, where 
they would say 17 pallets were miscellaneous, unused parts, 5,500 parts, 
or something like that. 

Mr. Jonn Tuomas. That is correct. 

Now, there is no indication in this particular lot that I was reading 
from here of whether it was used or new. 

Mr. Howirrevp. Well, isn’t it true now, if that is a class of material 
that goes on a tractor, let us say, or a series of some type of automotive 
equipment, that a person that would be in the field to buy that type 
of thing would know what that is? 

Mr. Joun THomas. That could be true. Yet there are parts and 
items listed within that lot, Mr. Chairman, of which I do not believe 
a commercial buyer would be interested in anything other than for 
scrap anyway. 

Now, those tracks there—and I stand to be corrected because, as I 
say, we did not go out and look at this. On the second go-round, 
when we are making the second analysis, we will be out looking at 
these lots. I believe, being an ordnance piece of equipment, those 
tracks probably came off some military ordnance item and would not 
be a standard item as far as a caterpillar track, for instance, or some- 
thing like that. 

Mr. Fascrin. It says tracks steel M5, whatever that is. 

a Batwan. Should this have been broken down by smaller quan- 
tities ? 
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Mr. Joun Tuomas. Well, it would have been helpful, I believe, for 
some of those items in there, Mr. Balwan, I think, have civilian appli- 
cation. 

I believe they do, and the answer to your question would be “Yes,” 
because they could be pulled out and offered as such, and your return 
would be greater 

Mr. Turrte. Your point, however, too, is there is an excessive 
breakdown here without identification of the end item involved. 

Mr. Joun Tuomas. That is right, too. I mean, to get an excessive 
amount of description on this particular item is not helpful as far 
as creating an interest for oatatn 

Mr. Batwan. As well as it being too large a lot. You have to take 
the whole lot rather than any part of it. 

Mr. Fasceti. Supposing anybody had arrived at a decision that 
much of this was applicable to civilian use, and it is actually nothing 
but a junk offering? 

Mr. Torrie. Then it should not have been—all of that great detail 
is unnecessary, especially on a sealed-bid offer which is mailed out all 
over the place. 

Mr. Batwan. Are there pounds on that thing, total weight? 

Mr. Joun Tuomas. I believe not. 

Mr. Fascemx. It is itemized. 

Mr. Batwan. By pounds for each item? 

Mr. Rreni~man. Item by item, isn’t it? 

Mr. Joun THomas. But on a lot basis. 

Mr. Batwan. This does not list the acquisition cost, does it? 

Mr. Joun Tuomas. I believe not, not on that one. But, on the face 
sheet there are some acquisition figures there, I believe. Not on that 
sheet, but on the note sheet, and those are not our figures. I think 
these came back from the services, and I believe those notations were 
made by them as to what their return was, and so forth. 

Mr. Batwan. What is your next one? 

Mr. Fasceti. Could I just ask a question on this? Let’s see if I 
understand this right, now. One is the breakdown in order to perhaps 
pick out items of civilian application ? 

Mr. Joun Tuomas. Right. 

Mr. Fascetn. The other was that it is too big a lot ? 

Mr. Joun Tuomas. It is too large a lot. 

Mr. Fascett. And what- 

Mr. Joun Tuomas. Excessive listings throughout. And, if 
scrapped, it should have been offered as scrap. 

Mr. Fascetx. In other words, the way it is offered, it has a tendency 
tobe a scrap offering without actually saying so? 

Mr. Joun Tuomas. Well, it would probably draw that kind of bid. 

I would have to answer that that way. Nothing there is of buyer in- 
terest. You do not create any buyer interest by the type of offering. 
That would be my reaction to the case there. 
_ Mr. Batwan. What you are saying is, is a merchandiser a private 
industry, if he had something to sell, chances are he would not ad- 
vertise, if he wanted to get something for his commodity, in a manner 
such as this? 

Mr. Joun Tuomas. That is correct. 
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Mr. Hortrtetp. I think you will find when the explanation is given, 
and I am not trying to anticipate it, that most of this has to do with 
M4 and Md and M6trucks. And, apparently, it is miscellaneous parts 
tothattypeofanitem. I mean, they seem to be. 

I was just wondering, if we take up each one of these cases, if we 
should not just turn it right over to the Army people and let them 
comment on it. 

Mr. Rreutman. I suggested that to counsel, Mr. Chairman, be- 
cause, after all, if we want to go back and try to pick up, I think—— 

Mr. Ho.trtevp. Let’s turn this over. Just pass it down to General 
McNamara. I think it would make more sense in the record if we 
would go through a group and then come back and let them testify. 


STATEMENT OF MAJ. GEN. A. T. McNAMARA, DIRECTOR OF SUPPLY 
OPERATIONS, DEPUTY CHIEF OF STAFF FOR LOGISTICS; ACCOM- 
PANIED BY MAJ. CARL 0. SULLINGER 


General McNamara. For the record, I am Gen. A. T. McNamara, 
Director of Supply Operations at DepLog. 

Mr. Hourrretp. Would you identify your assistant? 

General McNamara. Maj. Carl Sullinger, who is in the same office. 

I have here an invitation for bid from Rock Island, of which I 
believe you spoke. 

Mr. Houtrrevp. Take the one we were discussing just now, and then 
go back to the first one. 

General McNamara. This is Lima, Ohio. The comment was over- 
all presentation indicates lack of selling know-how, confusing omis- 
sions or additions. 

Bang that I can clear this off my page, may I comment to this page, 
ease ? 
Mr. Hotirteip. Yes, sir. 

General McNamara. That invitation for bid got 4-percent return 
on the dollar. There were 26 bidders who ranged from Pennsylvania 
to Illinois, 13 of whom received awards. And the range also went from 
Pennsylvania to Michigan. 

Mr. Bautwan. What is the total acquisition cost of that material! 
Isn’t it Army practice, in general, in their offerings to list the acquisi- 
tion cost ? 

General McNamara. Yes; it is. I do not see it listed. I would 
say it is not listed. Comments on the details—and I am not expert 
in these parts here—it looks to me like these could be parts of tanks. 
Were they parts of tanks? 

Mr. Houtrretp. Trucks now, or tanks ? 

General McNamara. Tanks. There is an indication in here, there 
is M438, 15 each tank; 2 each tank full vertical right ; P3 each tank full 
vertical left. 

Turret assemblies, periscopes, starters, and that type of descrip- 
tion. 

Mr. Hortrretp. Who would you be appealing to to buy tanks or 
parts of tanks as such? Would there be a market for that? 

General McNamara. There is a market, but it is a controlled mar- 
ket, Mr. Chairman. 

Mr. Howirrerp. You are not allowed to sell it to foreign coun- 
tries ? 
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General McNamara. That is correct. 

Mr. Houirrevp. So in offering that, you are actually offering junk, 
aren’t you, metal ? 

General McNamara. That was a point that was brought up earlier 
here, and a good point. It would be metal. That would be useful 
as such, in my opinion, and not as an item. 

Mr. Hontrrevp. Yes. 

General McNamara. I would think that this comment on this type 
of item is substantially correct, the one that was made by Mr. ‘Thomas. 

Of course, there are some additional parts in here that might be 
truck parts, like the truck tractor.. There is a tractor 42-inch ratchet 
engine starting crankshaft—— 

Mr. Batwan. How much did you receive for this sale? 

General McNamara. I got 4 percent. 

Mr. Horirrecp. But, I am just wondering, if you got $100 or $200, 
you might have spent $300 in labor to identify an inventory, and every- 
thing else. 

General McNamara. That is correct. And, that will occur many 
times when you are starting in the throes of merchandising, as we are 
attempting to do now. We were wrong many times. However, we 
will go right many times, too, on some of this and will attract markets 
by merchandising items. 

The other point, in the items listed for that invitation for bid were 
items that properly were classified in pounds and were sold as such: 
aluminum, some brass, some brass shavings, some steel bushings and 
shavings and some unprepared heavy melting steel—listed in pounds 
and sold as such. 

Mr. Batwan. That is listed as additional items, that is not a 
summary # 

General McNamara. Those original items read by Mr. Thomas were 
part of the offering in this invitation for bid. And, his comments 
were directed, and rightly, to those which he thought were not well 
covered by the individual that drafted this particular invitation for 
bid. 

Mr. Honirieip. This is an illustration of unnecessary paperwork, 
where not only the time of preparation is involved, but the duplication 
and mailing out of thousands of these offerings, no doubt. 

General McNamara. That is right, sir. 

Mr. Hotty. Which is a point where you could improve your 
procedures, it seems. 

Who makes the decision as to whether that should be done that 
way or not # 

General McNamara. It would be the disposal officer at the point 
where the sale is being made. 

Mr. Horirmxp. Is it possible that their generators and fuel pumps 
and things like that in that offering would have a commercial use ? 

General McNamara. Yes, sir. Just scanning these items as I did, 
there were some, I think, that could be sold as items. Whether or not 
the comment would apply all through, I would not know, because 

have not read it in detail. 

Mr, Houwrimip. Now, if there were items which had common use or 
civilian use that could be adapted to the trucking industry or other 
types of industrial operation, it would seem to me then that you were 
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remiss in not segregating the usable items from the metal items, mill 
items, or scrap items? 

General McNamara. Yes, sir. That is, if it took place. This in- 
dicates that a separation or a listing of them for sale was noted here, 
so that there would be such a separation in case there was an item 
sale. 

Mr. Houirievp. But that is not an item sale, that is a lot sale; is 
it not? 

General McNamara. I get your point. Yes, sir; it is a sale on lots, 
So, it could have been, yes. You are quite right. 

Mr. Hoxirrerp. In other words, if a man wanted a generator in 
there, or if he was interested in 6 or 7 generators in there, he would 
have to buy that whole lot of junk in order to get those 6 generators! 

General McNamara. That is right. 

Mr. Howrrretp. Whereas, if the 6 generators had been segregated 
and offered as generators, you would have got more than 4 cents on a 
dollar for them, and it would probably have not affected your price 
on the metal value downward, or the other material, either? 

General McNamara. That is correct. 

Mr. Rirexsuman. I wonder if the general would comment on 
whether or not he thought that maybe a spot bid sale on that type of 
equipment might not bring a greater return, dollarwise? 

General McNamara. I do not know, Mr. Riehlman. 

I would have to turn to my sheet here, and that tells me only that 
there were so many bidders. I do not know how many bidders would 
be attracted by a spot sale at this particular site. 

Mr. Batwan. Did the Army use spot bid sales? 

General McNamara. Not very much. 

Mr. Rreatman. That is the point I am trying to make, Mr. Chair- 
man. I do not think they have experience enough to comment on it. 

General McNamara. The experience of spot sale is generally not 
with us. I believe, and this is an opinion of mine, the Air Force has 
used spot sales much more than the Department of the Army. 

Mr. Rieutman. I think it has been very effective in many cases, 
General, and that is why I brought the point up. I think that our 
committee had an opportunity to observe some of the spot bid sales 
that were being held throughout the continental United States. I 
hope, as the evidence is developed here today in respect to these sales 
that have been carried on by the Army, that serious thought, Mr. 
Chairman, will be given to this spot bid sale program. 

Mr. Ho.trretp. This is the purpose of these hearings, to bring out 
the methods of handling of this surplus. We find there are three 
different methods. 

We find that the Navy is now concentrating a great deal on auction 
sales. We find the Air Force has adopted quite strong spot bid sales 
with other types of selling. Now today we hope to find out how in- 
genious the Army has been and how much original merchandising 
thinking they have given to the subject of merchandising. 

We realize, to begin with, that you are not merchandisers and you 
are being put into a job which is not your primary mission. However, 
nevertheless, having accepted the responsibility for that job, you want 
to do it in the most efficient manner possible for the taxpayer. 
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This begins to show up, you see, some of the things, as we go along, 
which one service might take advantage of the other service’s exper1- 
ence and adapt the methods, 

General McNamara. Mr. Riehlman perhaps recalls I was a little 
adverse to the acceptance of spot sales when an attempt was made to 
interest us in that type of sale in the earlier days of this program. 
The proposal that was offered to us as a description, we will say, of 
spot sales, was that a man could come in and say, “I will pay you 
$100,000 for this field of things.” That was his description of a spot 
sale. It was not my idea of how to protect the Government in getting 
the major price. 

Therefore, I initially shied away from the spot sales at the start 
of this program. And I am afraid, as Mr. Riehlman has indicated, I 
never truly got back of it, because 1 got launched into this other type 
of work, which gave us a very stimulated action in the disposal field. 

On the other hand, I did weigh it, though, a bit, because it seemed 
tome that, as we were crossing our markets, the Air Force, Navy, and 
Army, that if the three of us did not do just the same thing, we per- 
haps would entice more types of bidders in to bid. 

So, from that point of view, it did not seem to be too bad, ignoring 
that spot-bid sale and concentrating on sealed bid and auctions, as 
we did after learning the lessons from the Navy. Therefore, that 
kind of weighed just a little in my mind, but I have not 

Mr. Hottrrevp. I think your approach to it, if I may say so, fails 
to grasp the significance of merchandising. The significance of mer- 
chandising is not whether the other services are using one type or 
another, but whether all of the services are using the particular type 
of merchandising geared to the merchandise to be offered in the mar- 
ket to the consumer. 

General McNamara. That is right. 

Mr. Hottrrecp. And we are not asking that any service take one 
particular type of merchandising. We are asking you to take all of 
the types of merchandising 

General MoNamara. Yes. 

Mr. Hoxirtetp. And just the type that is necessary to the goods 
that are offered to the market that is available. 

General McNamara. It has not been ignored fully. 

Mr. Horirrerp. What we are really advocating is flexibility in 
merchandising the same as you have in normal business practice. 

Mr. Batwan. Mr. Chairman, on this particular point, this is an 
example of the kind of thing we talked about with the Air Force, 
specialized equipment on which it is difficult for whatever disposal 
officer they have to determine from that wide variety of specialized 
parts, the commercial applicability in which the spot bid might be 
the best one, and that is, the bringing in of specialists or distributors 
of specialized equipment. 

And, the Air Force themselves thought that the spot bid is more 
applicable to common-use items in smal] quantities where people can 
come to the base and see that; and that on the specialized items, it re- 
quires a special knowledge. 

So, this might not even be applicable to spot bid. 

Mr. Hotirieip. It might not be. Certainly most of the items in 
there, I think, would not be good to put out on a spot bid basis. There 
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might be 10 percent or 15 or 20 percent that could be segregated 
and would bring a much higher return if they were offered as spot bid. 

General McNamara. It would be, Mr. Chairman. Site location, 
and other things come into it. ; 

I was just trying to shoulder the responsibility for the lack of 
interest on the spot sale. But, that does not mean that we have ignored 
it. We have a couple of sales being promulgated, I believe, now in 
the Fifth Army and Second Army on spot sales. I have not received 
any figures from those as yet. 

Mr. Houirrevp. From time to time the committee is going to follow 
the sales up in all the three services until we are satisfied that you are 
approaching the job of recapturing as much as possible for the Govern- 
ment and in the most efficient manner. 

Therefore, we will be checking later on the type of sales that you say 
you are making now. 

General McNamara. Fine. 

Mr. Rreutman. I think one thing, Mr. Chairman, that our com- 
mittee last recommended was that the three services exchange infor- 
mation if they find now—for instance, we take the Navy. They have 
found the auction sale to be quite profitable. Then we find the Air 
Force in the spot bid sale. 

The thing that disturbs us then, and still disturbs me, is that the 
three services have not been trying to gain their information one from 
the other as to what has been the most productive. Because, after 
all, if the Navy is successful, and certainly there is evidence of it, 
and we recommended that the three services try-—— 

Mr. Hourrterp. That is right. 

Mr. Rieniman. To pass back and forth between the disposal units 
the information that hep have concerning the results that have been 
brought into being by these three different sales methods. 

And, of course, I feel today that mppereney, unless the general can 
give us some information, the Army has not done very much in try- 
ing to find out whether or not the spot bid sales have San successful 
with the other services, or whether the auction sales have, and, if they 
have, the method they used, to save a lot of unnecessary exper'- 
mental work—accept Troms the other services the policies ae have 
followed in the auction and spot bid sales which, apparently, the Army 
have not gone into much. 

General McNamara. Mr. Riehlman, I can assure you there has been 
great activity in the field of gathering and summing the knowledge 
of the other services. I suppose in the auction sale alone, that the 
Navy is probably tired of seeing us in and around their auctions. 
All of their information has been interchanged with our office. 

Mr. Rieniman. But it has not inspired your people, apparently, or 
you have not been too enthusiastic about the successes of those. Or, 
apparently, you have come to the conclusion that it would not apply 
to the types of materials that you are disposing of in the Army, or 
maybe we would have been farther along in the spot bid sales and also 
in the auction sales in the Department of the Army. 

General McNamara. I do not understand your conclusion on that 
because we still have six more sales scheduled for this year. I believe 
that is right, isn’t it ? 

Major Sutxinerr. That is right, eight last year. 
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Mr. Bauwan. Auction sales? 

General McNamara. Auction sales, and they covered in the millions 
of dollars, as you know. 

Mr. Rrentman. How many sales do you have all together in the 
disposal field? Do you have any idea ? 

General McNamara. No, sir. They average about 11 a month per 
installation on the sealed bid. 

Mr. Rreuiman. If you had 11 a month, that would be something 
like 132 a year. And, you have only had 8 sales by auction last year, 
and you are anticipating 6 this year. 

Major Sutzincer. No, six more. 

General McNamara. Six scheduled up to the present time. 

Mr. Bautwan. By the end of the fiscal year. 

General McNamara. No, Mr. Balwan, it goes into the calendar year. 

Well, dollars you would have to compare, too, Mr. Riehlman, and 
the coverage on this. Because at an auction sale, as you know, 
you take many times the sum of money that is normally put out in 
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- have Mr. Rrea~man. That is right. 

e Air General McNamara. But I would like to get in as soon as we get 
through with these papers and tell you something about this program 

1t, the on which you made the statement of uninspired,-and I would like to 

from face that, too—— 

after Mr. Rremiman. I did not say it was uninspired. I said that we 


of it, might draw the conclusion from the information given here by your- 
selves that you have not done too much, that you were investigating to 
some degree the spot bid program, and that the information you have 


units yathered might not have inspired you people to take on this type of 

» been activity. I was not saying directly that your activities were not 
} inspired. 

al can Mr. Houirretp Mr. Riehlman’s report of last year, on page 6, has 

n try- this following language, which is along the line of what he is saying: 

essful The subcommittee observed a conspicuous paucity of exchange of merchan- 


f they dising ideas among the three military departments. For instance, Army and 
xperi- Navy officials at field installations visited seemed to be unfamiliar with the 
xp Air Force’s spot-bid sales techni 
- have E ait ati, 

le The subcommittee concludes that facilities for the exchange of merchandising 


Army ideas either do not exist or are functioning very poorly among the military de- 
partments or at the level of the Department of Defense. 
s been The subcommittee recommends that, regardless of the ultimate decision 


ales on disposal methods, there be developed a more effective system for the dissemin- 
j1eag ation and coordination of merchandising information among the military de- 
at, the partments, 


ations. Mr. Barwan. That was 18 months ago. You have a Hoover Com- 
— mission report just issued 2 months ago, and | think the chairman’s 
y, concern has been: Shall we wait another 18 months for the reactions 


Or, to the Hoover Commission report ? 

apply Mr. Rreutman. Mr. Chairman, I know that the general is very 
ny, or anxious to get to the point where he can really give us the information 
id also about how inspired and what a constructive job the Army is doing. 
Mr. Horrrrerp. You mean, to give us a good merchandising sales 
n that talk? r 

ye lieve General McNamara. We just want to give you facts. 


Mr. Houtrretp, Let’s go right ahead. Let’s go back to the first 
criticism of that first sale. 
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Mr. Fascetn. Mr. Chairman, as we go back to this specific case, 
one of the things that concerns me in discussing any of these cases js 
that we are talking about a disposal officer who made a decision, and 
each one of these has probably been made by a different disposal officer, 
Now, how in the world do you go back and check his judgment? | 
just do not see how we can arrive at anything. 

Mr. Rreutman. I do not think we can do that—if I may comment, 
Mr. Chairman—but I think that certain guidelines have got to be set 
up by those who are directing the sales, so that the man that makes 
the decision has some basis on which to make it, and that someone 
at the head of the department would have to be responsible for it. 

Mr. Houirtetp. We are not concerned with the individual who made 
the decision at this time. We are concerned with the procedure, mev- 
chandising procedure, which would allow this type of thing to happen. 

Mr. Fascetu. I understand that, but the procedure followed in each 
case was arrived at by the disposal officer. 

Mr. Ho.irierp. That is true. 

Mr. Fasceu. Is there a general policy, for example, with respect 
to specialized equipment? Do we know where the market is for that 
equipment, and did the disposal officer in that particular case fail to 
make himself available to that market by lumping all this bid? It 
seems to me that is the thing we are getting at. 

Mr. Hourrreip. We think he did, and General McNamara admits 
this was a faulty procedure. 

Now let’s go back to the first one. Let’s go through a group of 
these. We are also trying to evaluate the GSA’s ability to evaluate 
these sales and see if they can sustain their position that they are poor 
offerings. 

General McNamara. Well, this first one that was mentioned was a 
Rock Island Invitation, Rock Island Invitation 11—-7-S-55-14. Com- 
ments were made, but I have forgotten what they were. 

However, the return on that was 9 percent. There were 56 bidders, 
43 of whom were successful. The bidders ranged in area from Georgia 
to Wisconsin. So there was fair coverage on that, pretty good coverage, 
I would say. 

The successful bidders’ offers range from Georgia to Wisconsin. 
So that is an indication that he was reaching in the proper markets. 

Mr. Houtrrevp. That was a sealed bid? 

General McNamara. Yes. All of these that they are talking about, 
Mr. Chairman, here now, are sealed bids, I believe. 

Mr. Hourrtevp. All right. 

General McNamara. I have forgotten what Mr. Thomas—— 

Mr. Jonn Tuomas. Spot bid, I thought, General, from that loca- 
tion—the method of offering. 

General McNamara. Let’s see what type of equipment it is. These 
are various motors, machines, gages, accumulators, grinders, arma- 
tures. It could very well be. It could be a good comment. 

The thing you have to weigh, at least as I look at it, is do you ge 
coverage on a spot bid, will your return come in. We do not know. 

This is not right down the alley that would attract all types 0! 
people who bid on that one type of equipment, like, we will say, mer 
chandisers of grinders, if there is such a buyer of grinders. 

Mr. Howtrrexp. If you had a group of material, related materia! 
now, motors and that sort of thing—I have forgotten just what that 
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case, list is—you undoubtedly have your people that type of merchandise 
ses is that you could have circulated, you could have notified, and they could 
1, and have come in for that type of thing if it is along a general line, and 
flicer, if not just a general mixture. 
t? J Is it along a general line of merchandising, may I ask? 

Mr. JoHn Tuomas. It is. 
ment, Mr. Houtrrecp. What line would you say it is? 
be set Mr. Jonn Tuomas. I would say it is in the electric motors and 
nakes related equipment. 
neone Mr. Hourrtevp. So electric supply houses would be primarily the 
Pit. people who would be interested in that, then? 
made Mr. JonHn THomas. And industrial areas. 
, mer- Mr. Batwan. How about the return on the sale? 
ippen. & General McNamara. 9 percent. 
n each | would like to stop just for a minute from this approach, just to 


say I think I am getting jockeyed into a picture that is not quite the 
picture that I want to show you. 


espect Mr. HowiFreLp. Maybe it is one we want to see, though. 

r that General McNamara. It could be, but this was general discussion—— 

fail to Mr. Houtrrevp. I mean by that, the evidence is on the table in front 

1? It of you. And we had a very nice speech yesterday from the Air Force. 
We had a very fine presentation in the form of a speech yesterday, 

idmits but we thought it was a little bit general, and we thought we would 
get down to the specifics. 

yup of General McNamara. That is what I want. I did not bring a speech 

aluate here this morning. 

e@ poor Mr. Houtrtevp. Thank you. 


General McNamara. I have no prepared speech at all. 


was 4 However, I want to show you that this is a means of reaching the 

Com- markets that was developed by the Department of Army, and so 
admitted by the firm on its forward. This is the Dunhill International 

idders, List Co., Inc., who developed this list for us because of comments 

eorgia that we had heard about paucity of merchandising knowledge. 

verage, Mr. Hotirterp. I gave the staff member who got that phrase up a 
promotion. 

consill. Mr. Rirniman. You read it, General, apparently. 


arkets. General McNamara. Incidentally, you might be interested to know 
that the man whe you thought was doing so well out at Jefferson 
about, also was promoted. ’ 
» Mr. Rresuman. Very good. 
General McNamara. That is Mr. Kaster. 
0 This is a booklet that is available for all of our disposal officers, 
t_ loca- developed by people who do this for a business. It lists the items by 


commodities, by geographical areas and gives the office address there. 
These If you are selling electrical equipment, there is indicated by Mr. 
arma: 'homas—it says here that on 59, whatever 59 would be, and on page 
29, you find the list of those. 
you gel It gives an address and it gives an area. 
; know. , Mr. Hoxtrterp. Now, it is interesting to know that you have this 
ypes of ine tool to work with. Did you work with it in this instance ? 
y, mer- _General McNamara. I assume that they did if they got 9 percent. 
Now, I assume that they might not have if they had gotten less than 
naterial that. I can check this very point, and I will do it gladly. Let’s do 


vat, that it, Major Sullinger, just for the edification of this committee. 
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Mr. Horirrerp. All right, we will let you present your answer at 
this point in the transcript if you will furnish it to us later, because 
we want a complete record. dial 

(The booklet referred to is the Dunhill publication.) 

General McNamara. Was that Rock Island, Mr. Thomas? 

Mr. Joun THomas. Yes. : 

Mr. Rrentman. Mr. Chairman, is the acquisition cost on there? If 
it is not, they might give us that along with the other information. 

Major Sunirncer. The acquisition cost is noted in all cases. 

General McNamara. $228,722 was the acquisition cost. The pro- 
ceeds $17,811. And there were other dispositions that were listed 
here. This whole acquisition cost was $29,702. I am not trying to 
get in on this discussion, but I just 

Mr. Houtirretp. We want you in on it, General. 

General McNamara. I want you to know, Mr. Holifield, that much 
has been done, and before I am through I hope to show you that. 

Mr. Hotirietp. I hope you can, sir. I would much rather have 
you show us that, than to have you not be able to show it, because what 
we are looking for is progress. We are not holding these meetings 
to criticize someone. 

Mr. Fasceiu. I am for progress. 

Mr. Houirrerp. I am for progress. 

General McNamara. Well, O. K. How do you guess on these 
things? Are you going to try reaching for the small bidder, or are 
you going to stick with the large bidder on this? 

I have some examples in your pile there where you have said I have 
too large lots. Now, it depends on where you are, and what the situa- 
tion is. If you want to compare against that point, let’s take that Ma- 
rietta thing. What is the number of that Marietta bid ? 

The number of the invitation for bid is 36-240-S-55-7. The con- 
ment on it: It was reviewed by Thomas. It was rated poor on one 
oblique line in 1955. The comment was: Lotting was too large. 

Well, now, let’s take a look at that. 

Mr. Tutriz. Was this one that was returned to us? 

General McNamara. Yes. All that we have been able to get back 
from the field have been returned to you. 

Mr. Turrie. Here are 2 Marietta offerings—7. 

Mr. JoHn THomas. General, we have Mr. Thomas here. 

General McNamara. Good. I am glad to see him. 

Mr. Wiu1am Tuomas. I will just give the amount that I have 
noted here on the bottom. You see, I have not seen this since the 
first of the year. 

Item No. 11: acquisition cost $98,000. 

No. 19: $120,000. 

General McNamara. Can we stop at any of those? 

Mr. Witu1am THomas. Surely, any of them. 

General McNamara. Let’s stop at the first one. 

Mr. Witu1am Tuomas. They are large ones. 

General McNamara. Any one you wanttotake. I donot care. 
a Witu1am Tuomas. It does not matter; let’s take any one of 
them. 

General McNamara. Let’s take the one that was mentioned, 
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Mr. Wir1r1am Tuomas. All right. Let’s take that one. I said it 
was a magneto ignition assembly. 

General McNamara. That is item No. 7. 

Mr. Witt1am Tuomas. And your item No. 11 says: Nomenclature, 
same as item No. 7—$98,000. 

General McNamara. The point was, the lotting was too large. 
And the comment was made on item No. 11. 

Let me point out that item No. 11. I am going to read to you. 
This is the next to the last item in this particular listing of a group. 

No. 12, aggregate 

This is of the same item that Mr. Thomas just mentioned. 

In other words, aggregate means, if you have enough cash, boys, 
and you want to pay the price, bid on all of them, and let’s see what 
you will bid. 

’ Mr. Thomas’ point was on item No. 11. He says that 500 each is 
too large. However, item No. 10 was 391 each, just a little lower than 
that. This is the same item, now. 

Item No. 9 was 300 each of the same item. 

Item No. 8, 150 each of the same item. 

Item No. 7, 70 each of the same item. 

So I have run through between 7 and 12 here, types of markets 
that I thought I could reach. 

I say that this is an unjustifiable comment to this invitation for 
bidding. 

Mr. Fascetn. What is the item ? 

(reneral McNamara. It is magneto ignition assembly parts, out of 
Bendix, and it gives the manufacturing number, and so forth. 

Mr. Jonn Tuomas. Who would that have been offered to in the 
offerings, General ? 

General McNamara. I am talking to the point of numbers right 
now, Mr. Thomas, and I would like to go through the rest of this 
particular invitation for invitation bid, if it is O. K. 

Mr. Witt1am THomas. How many people can bid that amount and 
handle items of that size? 

General McNamara. Well, Mr. Thomas, let’s see how many did. 

Would you check that number again ? 

We have 6 and 5 listed, but not 7. 

_ Mr. Joun Tuomas. The invitation number is, General, 36-240- 


¥ 


S-55-7, 

General McNamara. I am sorry. I do not have any return listed 
on that. Ihave 5 and 6. We will get that one, so that we can proffer 
it for the record. 

Now, the other comment on the same invitation for bid, and it is 
still under items too large, is listed item No. 19, and it showed $120,000. 

Item No. 9 is again the next to the last item before the aggregate. 

Item No. 20 was the aggregate for this same item, which was pump 
brass salt water assembly. ‘These apparently are marine parts for 
Packard engines there for craft. They are, incidentally, an Air 
Force item which we supply to the old-type crash boats, apparently. 

Item No. 20 was an aggregate. 

Item No. 19 was 1,555 each, and that is the one that Mr. Thomas’ 
comments were on. 

No. 18, on the same item, showed 900 each. 
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No. 17 showed 400 each. 

No. 16, the starting one showed 200 each. 

So we start again with the smaller and reach to the larger. There- 
fore, I think that we have attempted to cover that market, working 
in lots that will still move. 

(The following information was furnished to the subcommittee :) 


The property disposal officer, Marietta Transportation Depot, Marietta, Pa., 


sent a copy of sales offering No. 32—-240—-S-—55-7 to 1,089 prospective bidders, 
The number of prospective bidders responding to this sales offering was 24, 
Awards were made to buyers from New York, Pennsylvania, Michigan, Massa- 
chusetts, and Indiana. 

Mr. Wit11am Tuomas. I would like to explain. My listing here 
did not mean that I thought some of the others were not too large. 
I just pus out the largest in the bunch. Now, the ones that the 
General just read—let me read the size of these lots to you, keeping 
in mind that we have many small-business men in this country. 

No. 16 is 15,000. 

No. 17 is 31,000. 

No. 18 is 69,000. 

No. 19 is 120,000. 

General McNamara. What are they? 

Mr. Witi1am Tuomas. All the same items. 

So my comment was that these lots were too low. 

Mr. Houirterp. All right. What is the item that is in those lots? 

Mr. Witi1iam Tuomas. It is the one that the General read. It is 
the pump brass salt water assembly. 

Mr. Batwan. What is the acquisition cost ? 

Mr. Wiuu1Am Tuomas. Unused. It is new. 

Mr. Hoxtrretp. Have you got your record of the number of people 
who bid on those? 

General McNamara. Yes. Here it is in pencil, Mr. Holifield. 

Mr. Hotirrerp. All right, let’s take each one of those numbers, if 
you have it there. Let’s see how many people bid on it. 

General McNamara. I do not have it broken down by the item 
number, as to how many bid. I only have the number of bidders for 
this total invitation for bid. There were 1,089 bidders, 

~ Fascett. How many successful bidders on items 16 through 
20% 

General McNamara. I have 24 successful bidders on that invitation 
for bid. 

Mr. Bauwan. What was your rate of return for the whole thing! 

General McNamara. It was 2.75. 

Mr. Batwan. Might that not be related to the size even of the in- 
dividual item there ¢ 

General McNamara. It could, but it may not. 

Mr. Fascety. I would like to ask Mr. Thomas a question. You go 
ahead. 

Mr. Houtrretp. Before we leave that, then, you have a run of num- 
bers there, quite a variety of numbers, and I think your point is well 
taken, that you have given different people with different mone- 
tary ability the right to bid on the size lots that they want. But if 
vou find that of these 1,089 bidders, you have most of them in those 
smaller lots and you have very few in the bigger lots, then it would 
seem to indicate that Mr. Thomas’ criticism would be valid, in that 
you should have had more small lots. I mean, we cannot make a de- 
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cision now unless you have a breakdown as to how many bidders you 
have on the smaller numbers and how many you had on the larger 
numbers. I see you only have 24 successful bidders out of 1,089. 
That is on how many lots? 

General McNamara. In this particular case, Mr. Holifield, being 
marine engines, we said, Marietta is not on the coast, let’s cover the 
coast on this. And invitations were sent to the west coast, to New 
Orleans, and the east coast, in an attempt to get a marine market. 

Mr. Houtrretp. Yes. 

General McNamara. All of these—I believe this is correct, Mr. 
Thomas—are marine parts. 

Mr. Writ1AM Tuomas. I believe so. 

General McNamara. So we deliberately sent out many more num- 
bers of invitations for bids than we would normally on defined markets. 

Mr. Hottrrevp. Oh, the 1,089 was the number that you sent out? 

General McNamara. To bidders; yes, sir. 

Mr. Howirrevp. I see. 

General McNamara. And we had responses from 24. 

Mr. Houirtetp. I see. We cannot resolve the validity of the criti- 
cism at this time, because we do not have the information as to—— 

General McNamara. I did find some notes that we scribbled out 
here on the items. I can tell you on an item, I think, who the success- 
ful bidder would be. 

Let’s take the initial item and what he paid for that particular lot. 
Let’s see, we started with item No. 11. The aggregate bidder, M. W. 
Zack Metal Co., of Detroit, Mich., paid $4,275.33 for the whole lot. So 
the man bought it. The man who bongha it was the big bidder. 

Let’s take No. 19. That was the other one that was commented on. 

Mr. Houtrreip. But you do not have the number of people who bid 
on that particular one $ 

General McNamara. No, sir; I would not have the details on that. 

Mr. Horirretp. You see, this is the point that would help us to clear 
up whether Mr. Thomas’ criticism is right. If you only had 1 or 2 
bidders on that, it would indicate that there were a great many people 
who could not bid on it. 

By the way, was that the smallest item ? 

Mr. Witi1am Tuomas. This man bid on the aggregate of all of them. 
He bid on 237,000. ; 

General McNamara. It would not have made any difference what the 
others bid. He was the successful bidder. He offered the most money 
for all of them. 

Mr. Hoxtrtetp. In a case like that where you have several lots of the 
same item, but of different amounts, and you also allow a man to buy 
by the aggregate, do you not, in effect, disqualify the bidders on the 
smaller amounts ? 

General McNamara. No, sir. Ifa man pays more, he can have any 
number 

Mr. Hottrtetp. Would you break down his bid into the average unit 
amount that was bid? And then, if in one lot number there was a 
higher unit bid, that lot number would go to the highest bidder, would 
it not? 

General McNamara. Yes, sir. 

Mr. Horirtetp. And he would only get the aggregate where his bid 
was high, the aggregate of lots where his bid was high ? 
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General McNamara. That is right, we are answerable to the dollar 


return here. 

Mr. Wir11am Tuomas. To bear out my criticism, it seems to me that 
this might be worth something. The bid that he just cited of a little 
over $4,000 was, I think, roughly about 134 percent on that amount, 
while for the whole thing, he averaged 

General McNamara. 2.75. 

Mr. Wii11am THoaras. 2.75. So, seemingly, the more that is bid, 
the bigger the lot, the less the recovery. 

Mr. Hortrrevp. I think that is generally true, that the larger buyer 
does get an advantage in normal practices. 

Mr. Witi1am Tuomas. Yes. 

General McNamara. I should think that would be fair. 

Mr. Fascetz. Mr. Chairman, I would like to ask Mr. Thomas a 
question. 

Mr. Hortrretp. Go ahead. 

Mr. Fascetzi. Mr. Thomas, will you tell me exactly what your com- 
ment was on this? 

Mr. Wiru1am Tuomas. I think my entire comment on it was simply 
on the size, just on the size of the lots. 

Mr. Fascetu. I assume by that that you meant it is faulty? 

Mr. Witt1am Tuomas. Yes. We graded these “good,” “fair,” and 
“noor”; and I graded it “poor” because of the size of the lot, thinking 
it was poor merchandising. 

Mr. Fascexz. In other words, if you were going to merchandise it, 
you would put it out in smaller lots? 

Mr. Wri11am Troomas. Yes. 

Mr. Fascetu. I do not know how many we had there, but let’s as- 
sume we have 20,000 of brass pumps for something. I do not know 
what they would be good for. Ifa nut and bolt outfit bought them, I 
suppose they would boil them down for something else. If you had 
20,000 of them, how would you offer them ? 

Mr. Wir111m Tuomas. Frankly, I do not know without seeing the 
property and knowing some of the market. However, just in general, 
I would never offer a lot as high as 160,000. 

Mr. Fascetu. In other words, just as a matter of principle! 

Mr. Wiri1am Tuomas. Yes, just as a matter of good business. I am 
not experienced in this field, but I do not believe that there are 4 
greater number of prospective bidders who would be interested in lots 
as large as that? 

Mr. Barwan. Excuse me. What field do you have there? 

Mr. Wrix1am THomas. The Marine field. 

Mr. Fascety. Isn’t the point whether or not they are, I mean, I do 
not know myself 

Mr. Wiiu1amM Tuomas. Neither do I, you see, so it was just a judg- 
ment, that is all. 

Mr. Fascett, But it was a judgment based on a general principle 
which might or might not be applicable to the whole field or a specific 
item. Isn’t that true? 

Mr. Wrruram Tomas. Yes. 

Mr. Turrie. Mr. Chairman, I think there is this point about it. If 
it was determined that this particular pump—which I think is an 
engine-driven pump for use on boats, which do have some commercia! 
and private usage today—was of commercial value, in the marine 
market, let’s take this area, I know of no firm in the area that could 
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bid even on the lowest-size lot there to serve his boats in this water 
area. i 

And, knowing a little about the marine market, it is not a big 
enough industry so that you have large distributors who could handle 
lots like this, assuming that there is commercial marketability. 

The Army must have felt there was commercial marketability be- 
cause that is the way they presented this property. 

Mr. Fascett. May I inquire right at that point? 

Mr. Howirtetp. Yes. 

Mr. Fascern. Talking about commercial marketability on this par- 
ticular item, let’s assume that it is easily installed in a marine engine 
that is used commercially. Right? 

Mr. Tuttie. Right. 

Mr. Fascetzt. Do you mean that the offering would be better made 
to individual boatyards along the seacoast, or that it would be better 
made to a wholesaler or distributors ? 

Mr. Turrie. The point is, I think you will find there is a limited 
number of wholesalers and large distributors in this marine field. 
Your boatyards are, I think, the heart of your distribution system in 
the marine field. 

You can look over this area. I know of no marine distributors 
in this area, but there are a number of boatyards that would service 
privately owned boats throughout the eastern seaboard area. 

Mr. Hourrtetp. I think the price that was bid of 134 percent defi- 
nitely indicates that these pumps were undoubtedly melted into metal 
because that is, approximately, a good scrap metal price. 

General McNamara. Just about that, I believe. 

Mr. Hontrretp. Two percent. So, what you actually did there 
was sell scrap, although you offered it on a commercial basis. How- 
ever, you offered it in such large quantities, as Mr. Tuttle says, that 
there would be no normal commercial outlet that could handle them 
on a commercial basis. Therefore, the bidder who finally came in 
undoubtedly bought it for scrap. 

Mr. Fascecxt. Then, Mr. Chairman, that boils down to one point. 
Does this item have commercial value, or does it not ? 

Mr. Banwan. You did not have a small enough lot to know. 

Mr. Hotirrenp. We cannot say. 

Now, the criticism was it was not offered in small enough lots so 
that the commercial buyers could buy. Therefore, it was bought by 
ig buyers, big metal buyers, for scrap. Now, that was the criticism. 

I am not taking a position one way or another on it because I would 
have to know more about it. 

General McNamara. That is right. However, I think this indi- 
cates we reached for a market that was nonexistent. However, that 
was not because we were not trying to merchandise. "We were reach- 
ing for a market. 

Mr. Horrtecp. You were reaching for it—— 

General McNamara. But did not get one. 

: Mr. Horirrerp. But you did not get one. Now, whether it was 
because you did not offer it in lots small enough for the small servicer 
‘o come in and buy what he could afford to put in inventory at the 
higher price or not, we do not know. 

Mr. Fascerz. Well now, that raises a question of principle that 
] would like to have a merchandising man explain to me. On this 
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particular item, I think the lots started at 200 and ran up to 900 
or something like that. 

General McNamara. Usually by doubles. 

Mr. Fascextu. Now, do I understand we would have arrived at a 
different result if we had started in lots of 10 and gone up to 900? 

General McNamara. That is a questionable area. 

Mr. Fasce.u. Well, how can you say this thing is right or wrong! 
I do not understand it. 

Mr. Houtrrevp. Well, this is a general criticism, as I understand 
it, that here was, apparently, an article which could be used in the 
normal commercial market, but which was, according to Mr. W. R, 
Thomas, offered in too large quantities to allow them to come in and 
participate. 

Therefore, it went into a different category. It became a serap 
ategory, actually. But, if it was going to be scrap, if the determi- 
nation that was made was right in the beginning, it should have been 
offered as scrap metal with the requirements which go with the 
scrap, that it be actually converted into scrap. 

Mr. Fascett. Mr. Chairman, does not that raise this point, that in 
order to merchandise effectively, whoever is offering the thing for 
sale has got to know in advance whether or not it has commercial 
value? 

General McNamara. Gentlemen, I would love to have that knowl- 
edge. But, when you start on an inventory that is as vast as this, it 
would really be a problem, and you would have a terrific staff that 
would be gathering that data for you. 

Mr. Howirterp. You are not in the merchandising business. This 1s 
the thing that comes back again and again, that the Defense Depart- 
ment is not in the merchandising business as a primary mission. 
Therefore, in many instances they are approaching this job without 
using the techniques, or without the knowledge of merchandisers in 
these fields. 

General McNamara. Mr. Holifield. I was not present when the 
presentation was made by the Defense people to you. But, I hope 
that they pointed out to you the fact that they do have a committee 
of merchandisers who review these things here. 

And GSA sits on that same committee, too. I think they should 
have called your attention to that if they did not. 

Mr. Howrrrevp. The Advisory Council? 

General McNamara. Yes, sir. 

Mr. Ho.trrerp. Yes, sir; that was called to our attention. It was 
also testified that they have only met four times, I think, in the last 
fiscal year, or something like that. 

Mr. Fascery. I am still concerned about proper evaluation of 3 
specific case, Mr. Chairman. And Mr. Thomas has made a state- 
ment as a matter of general principle with respect to that case in that 
the lot was too large. He stated, as I recall it, that as a matter of 
general application, that would be a faulty way to sell. 

I just wonder if that same principle and criteria of evaluation would 
be applied to every one of these cases? 

Mr. Houtrterp. I think Mr. Thomas said it would depend upon the 
article that was offered and the potential market. 

Mr. Witt1am THomas. We are not passing judgment on that. We 
are going through them. 
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Mr. Fasceti. IT am trying to understand the criteria by which 
evaluations are arrived at, that is all. 

Mr. Torrie. I think, Mr. Fascell, that Mr. Thomas did not mean 
that a $200,000 lot is, per se, also too big. And I am sure he did not 
mean that. I think he indicated that particularly for marine parts, 
such as this, it would certainly appear to him in grading that it was 
too large. 

Mr. Fascetu. But that has to be based on some information which 
I do not have right now. I respect his judgment and his opinion. 

Mr. Tutrte. Perhaps this will show a little more light on it. 

There is a companion offering, General McNamara, at the same 
jlace. This is boat parts at Marietta. It is—6. 

(feneral MCNAMARA. Yes. 

Mr. Torrie. And on page 5 of that offering, these are again Pack- 
ard marine engine parts. 

Incidentally, this is a standard nomenclature, miscellaneous Pack- 
ard marine engine parts, $15,000, $41,000, $58,000, $81,000, and then an 
aggregate. 

“Then, $21,000, $31,000, $34,000, $74,000, and $139,000. 

That last bunch were for specific items. 

Now, on the next page, page 7, there is an item miscellaneous packed 
marine engine parts, the largest lot of those. And that is the only 
nomenclature used. There is a lot of $112,000. There is an aggre- 
gate asked for—so it goes. 

Now, here is a case where the lotting again ran from small to large, 
and there was not the description of the material which you found 
in the —7 offering. 

We submit that here again it would be useless for your marine dis- 
tributors and boatyards, supply shops, to bid on this without at least 
getting to Marietta and digging in and finding out exactly what mis- 
cellaneous parts are involved. 

Mr. Batwan. I understand your point. In other words the nature 
of the bid excluded the particular market. 

(reneral McNamara. I would particularly like to point out—I did 
not pay much attention to Mr. Thomas’ comments on that one—Mr. 
Thomas said that we unduly downgraded this particular property, 
that we just pushed it out. Every item in the invitation for bid was 
listed as unused and I did not see that we had downgraded those too 
much, 

Mr. W. R. Tuomas. I mean, when you list down “Packard engine 
parts” you think that is downgraded. It does not even deserve a 
name. 

(reneral McNamara. It does not deserve a comment like that either. 

At any rate we review these comments when they come in, the con- 
structive ones, and we get a lot of them, and we have got some fine 
ones on these invitations for bids that GSA made, and they will be 
helpful. We have improved; you can see some of the improvement 
on these cover sheets, something to lend a little character to it, some- 
thing to attract a little more interest on the part of the bidders. 

Mr. Hortrretp. Well, this committee does not take the position that 
the GSA is always right, General, nor do we take the position that 
the Army is always right, and we have no particular ax to grind for 
either one. We are trying to look at this thing objectively and the 
committee will make its evaluation of the testimony, of course. So 
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let us go to the next one and go through it without heat but with 
light. 

“Mr. J. Tuoatas. I would also like to make it clear for the record, Mr. 
Chairman, that the original planning on these—that we are to get 
together with the services ae we have not had that chance yet. 

Mr. Hotirtetp. I see. Maybe the committee has included itself 
prematurely in the matter. It is only because of our consuming in- 
terest in the subject. We will go off the record. 

(Discussion off the record.) 

Mr. J. Tuomas. “Invitation for bid, Fort Benning, Ga., invita- 
tion No. 09-038-S-55-11.” This sale was rated poor, rated by Mr. 
Thomas, rated poor on the basis of lotting, sales conditions, property 
was listed as new in the offering. I believe the GSA directive on that 
particular score is that “new” is not to be used in the offering. Is 
that correct, Mr. Thomas? 

General McNamara. We agreed with the comments on that, Mr. 
Thomas, in our office, that the comments were justified that Benning 
could have improved. They should not have used the word “new”; 
they should have used “unused.” 

Mr. Batwan. How about the sales conditions we talked about there! 

Mr. J. THomas. There are special conditions on this particular one. 
However, before we get into that, we also, under the lotting, indicated 
that it was too small. Are we in accord on that, General ¢ 

General McNamara. I have forgotten even what they were, Mr. 
Thomas. There was a lot under one each in that bid. 

Mr. J. THomas. We are in agreement on that. 

General McNamara. Well we agree with Mr. Thomas on the conm- 
ments that were made. On this particular one we agree that we made 
the lots too small. We went down to one each and we both agree on 
that, that it was too small this time. You can get a difference of 
opinion by different locations and by different things, of course. 

It might be of interest to know that this one that you are speaking 
on, Mr. Thomas, now brought a 9.4 percent return, and we sent invita- 
tion to bids out to 91 and we got 13 bidders who responded, 11 of whom 
were successful, from Florida to New York, both bidders responding 
and bidders receiving awards. 

Mr. J. Tuomas. Do you have the acquisition cost on this sale! 

General MoNamara. I am sorry but I just never listed that in the 
format. 

Mr. J. Tuomas. Now there were 83 items out of the 134 which have 
acquisition costs ranging anywhere from $10 to $500. Our comment 
on that again was that this was an ideal location; it was ideal property 
for a spot bid offering instead of a seal bid offering. 

General McNamara. The question that popped into my mind on 
your comment was, not retail—was it the type of item that you could 
use for a commercial market ? 

Mr. J. Tuomas. If you get that on-the-spot bid you could drive it 
to that area. 

General McNamara. The retail sale, Mr. Chairman, is where the 
Army area commander affixes a fair price to the item and that is the 
price charged for the item at sale. 

Mr. Hovirireip. Have you experimented with that ? 
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General McNamara. Oh, yes, sir. At Jeffersonville we used the 
retail sale there on commercial-type items and they paid a pretty 
fair return, incidentally. 

Mr. Hourrrevp. I think you are justified. I would not want to say 
as a general principle that you should operate a great retail establish- 
ment because I think your primary object is to operate more in the 
field of a jobber or a wholesaler because you are not in the retailing 
business, but on large items where you can estimate the value you could 
certainly put a floor on it, a fair value. 

General McNamara. That is one of the advantages of the upset 
price on auction bids where you can just cut if it is not right. 

Now it is of interest to note that we have not made awards to 
people on sealed bids who have submitted prices that were too low. 
For instance, on items which I assume we will talk about sometime 
before the committee meeting is over, the heels—there were several 
bids for heels put in and several prices quoted on different lots of the 
same type of item. The property disposal officer very properly cut 
out the bids when they were down about half of some of the others 
that he got in the lot in amounts. So he must have had in his own 
mind an upset price, something that he was working on, although 
it is difficult to reconstruct why these things happen. 

Mr. Lipscoms. Mr. Chairman, you have mentioned, General, that 
you agreed with the comment of GSA that the items on this particu- 
lar invitation for bids should not be listed as “new.” I have an invita- 
tion for bids here, Fort Benning, Ga., also, No. 09-038-—S-55-10, and 
all the items on this particular sale are listed as “new” also. I assume 
that you agree with that. When this is brought to your attention, 
what is done to inform Fort Benning, Ga., that they are following the 
wrong procedure in listing items as “new” ? 

(reneral McNamara. We go to the Army area commander there 
and tell him immediately when we review these things that his people 
down there are doing things that are not in conformance with the 
regulations. We have a list which is similar to GSA’s on which we 
base the grading factors that are on here. We took the left or the 
yellow sheet that they append to these things and put further com- 
ments on breakdown so that they could send those out to the field. 
Now that, I think, will help the area commanders and others. 

Mr. Lipscoms. Is this just new ? 

(General McNamara. Yes, sir. 

Mr. Liescoms. Do these people involved in the sales have a manual 
that they follow ? 

General McNamara. Yes, and in addition to that here is [demon- 
strating] a new one that is coming out that will be quite helpful. It 
shows the conditions and breaks it down completely, et cetera. 

Mr. Lipscoms. Does it also set up procedures and guidelines for 

making up these invitations for bids? 
. General McNamara. I do not think it covers that. It covers the 
torm itself which GSA gives to us as the guiding form that they use. 
They are told the types of sale that they should make, and when they 
are told the types of sale that immediately refers them to the form 
and the instructions which are on the back of the form. 

Mr. Lipscoms. Now I have three different invitations for bids here. 
One of them calls for a single copy of a bid; one of them calls for them 
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in quintuplicate, and the other in quadruplicate. Now, is there a rea- 
son for that? 

General McNamara. Not really. Sometimes the individual likes 
to keep a copy himself so he asks for an extra copy on that. Some- 
times he thinks his boss wants one. Now it would depend on the 
level from which these bids came, Mr. Lipscomb. For instance, an 
Army depot would not need as many copies to keep as a post depot 
because they have fewer headquarters to contend with as they go 
higher, so they would perhaps ask for the lesser quantity on that. A 
post, if it had to send through its Army headquarters, would have a 
copy for itself, for its Army headquarters, and for the number that 
are going forward. So it depends on where the pitch is made. 

Mr. Lirscoms. Now on this Fort Benning, Ga., invitation for bids, 
it would require the bidder to sign the forms 84 times on this particu- 
lar bid. It 1s in quadruplicate and, according to the GSA, it means 84 
signatures would have to be signed to this bid. 

General McNamara. I would question that right away that each 
page must be signed. 

Mr. Lirscoms. Where does it say on the bid that they did not have 
to sign every sheet? 

General McNamara. That is a good point. 

Mr. Howrrievp. Pass that bid over and let him take a look at it, 

Mr. Lrescoms. To me it is as important to make the bidding con- 
ditions attractive so that—the customer will—make it as easy for the 
customer as possible as it is to have proper lotting into small or large 
lots. 

General McNamara. I do not think the comment is too clear. It 
does not say anything about signature at all; it says names. 

Mr. W. R. Tuomas. The natural assumption seems to me to be a 
bidder must sign his name on the bottom of the page. 

General McNamara. I did agree that the comments GSA made on 
Fort Benning, that particular one, were well founded. 

Mr. Liarscoms. I was not singling out any particular sale. I was 
considering them all as to the number of copies of bids required, | 
mean whether they should be in triplicate or quintuplicate or quad- 
ruplicate. In our committee report of the 83d Congress we repre- 
sented, and I will quote from the recommendations : “Among the serv- 
ices and even within the individual services there were variations in 
administering sealed bid sales. Some of the variations among pro- 
cedures could be classified as merely annoying while others are un 
doubtedly confusing to the bidder.” This was one of the points that 
we brought out in our recommendations, and apparently the military 
departments are still following the same procedure they were 18 
months ago. 

General McNamara. Well I cannot specifically answer and, in lieu 
of the knowledge, I have to agree that apparently we have made no 
progress on that, Mr. Lipscomb. The point is well taken that it is 
there and there is the space and Joe Doaks would sign just the way 
it indicates. The point is well taken. There is the field of the use of 
this. It may require us to go toward a first sheet color, a second sheet 
color, so that there is clear indication when we review these formats 
here to show that the last sheet will be signed—something of that 
nature. 
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Mr. Liescoms. Well I should think, after a period of time of operat- 
ing this, that all of the services would get together and have some 
uniform requirements for bidding procedures. 

Mr. Hotirtevp. It might be a legal requirement that that name be 
on each sheet, because one sheet might have a completely separate 
group of items on it or a lot on it. 

General McNamara. I think the reason for it is apparent, Mr. 
Chairman. I think that a man would extract one page. He is only 
going to bid on 1 item and he would not, therefore, sign the other 83 
pages. He would send back the page that he was going to bid on, that 
is the lor the 2 items, you see. And to me, then he would have signed 
4 such pages and sent it on back if the instructions were that way. 
but I still agre that your point is well taken and that we have to 
clarify the instructions to the man receiving such forms. 

Mr. Lipscoms. Well, as to the varying requirements for quintupli- 
cate and quadruplicate and triplicate copies, is not there some way that 
there can be some uniform system of submitting these invitations for 
bids to these people’ I assume that the Air Force and the Navy and 
the Army use the same bidders or the same sales list. Do they? 

(yeneral McNamara. Not necessarily. 

Mr. Liescoms. You mean the Air Force and the Navy and the Army 
have the same items for sale but they do not circularize the same 
people ? 

General McNamara. I don’t say that. But I don’t say we use the 
same list of bidders that they use but we use specific segments of the 
field. For instance, I would not have a list of all the airplane bidders. 

Mr. Lirscoms. I am interested in making it as easy for the people to 
get to the sales as possible, whatever encourages more customers and 
better returns and everything else. 

General McNamara. We are also interested in that, and sometime I 
am going to get the chance, I hope, to say some of these things that we 
have done in this field. 

Mr. Houtrrmeip. We are going to give you that chance. 

Now, right at this present time we are going to give you a chance 
to talk about heels. Mr. Balwan, here, has some information that 
has been given to the committee. 

Mr. Banwan. Mr. Chairman, I have a study which is a summary 
of findings of joint Bureau of the Budget, Department of Defense, 
General Services Administration, and Department of Health, Edu- 
cation, and Welfare task group to study the impact of Depart- 
ment of Defense stock fund regulations on the Department -of 
Health, Education, and Welfare surplus personal property dona- 
tion program, which lists an item 6, “What kinds of items are cur- 
rently being sold as surplus that would be desired by DHEW for 
donation to schools?” Weare not concerned about the donation prob- 
lem in this case, but we notice in that connection that this group 
lists as being in existence 50 million rubber heels (new—packed 
1945). The subcommittee has made some attempt to try to locate 
those heels. They do not have that amount in Schenectady. I think 
it might be worth a comment by the general to tell us where these 
o0 million heels are or whether he disagrees with the study of the 
group. 
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General McNamara. Well, Schenectady is a stock-control point, 
as you know, and they might have on their papers certain quantities 
that would not be located right at the site. For instance, Belle Mead 
would be a sublocation of Schenectady storage, so it may very well 
= — made that study—and I do not believe I have seen it, 

ave I? 

Mr. Batwan. No; you have not. 

General McNamara. Might have commented on some figures he 
had read as accountable. 

Mr. Batwan. We asked the Department of the Army to tell us 
something about the 50 million heels, and we wonder if you’ have a 
comment on that? 

General McNamara. Well, actually, the 50 million is a figure 
which I think is far too high. In our inventory on heels based on 
the locations which I have here in front of me, I have a total of 
3,792,000-plus pairs of heels in the system. 

Mr. Batwan. Those being listed as excess or surplus? 

General McNamara. Yes, sir. 

Mr. Batwan. Now, how will you sell those heels? 

General McNamara. We did sell a portion of them. I have an 
example from the Belle Mead General Depot, a bid No. 28-009- 
S-55-51, dated February 24, 1955, which lists heels in addition to 
other items, apparently 20 lots of rubber heels that vary in amounts 
being sold by each lot. Most of them are 50,000 pairs, although 
others show 34,000, 35,000, et cetera. 

Mr. Batwan. Is there any reason for limiting the sales to lots 
like that? 

General McNamara. We have, I suppose, made here an attempt 
to reach for markets again by breaking out into lot amounts. 

Mr. Horirietp. When you have a large amount like that, why do 
you not put it like this, that this lot will be offered in multiples of 
10 or multiples of 10,000 or 5,000, or something like that, rather 
than just pull a 34,000 out of the air? 

General McNamara. That is the way they are packed by the box, 
1 would assume, and then they have just counted some boxes and 
multiplied the contents of the box. There was an attempt to show 
a bidder how many he would be getting if he were to bid on 12 boxes 
or 20 boxes or some such number like that. 

Mr. Batwan. Is there any explanation why there might be 50 
million heels or 3 million pairs, as you say, on hand to be sold out! 

General McNamara. No; I cannot find any apparent reason that 
we have this quantity. I would assume that the reason is the same 
as why we have leather soles in quantity in storage. 

a Fascett. You mean you have 50 million pairs of leather soles, 
too 

General MoNamara. I wish this figure of 50 million would be 
downgraded to the actuality of the inventory; 3 million would be 
closer. We did have heavy quantities of soles and heels in the inven- 
tory. Part of the reason was discussed in what we call a “leather sole 
hassle” in the Army, and we wrote up quite a little series of comments 
on it. 

The basic fact of the whole details which I have here is something 
like this, that they went off the issuance of shoes to the soldier and he 
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went on a monetary allowance, and when he came to pay for the repair 
of his own shoes he did not patronize us at all; he went to the people 
that wo ourselves go to—commercial repairmen. We had a dip like 
that in the demand of soles and I would assume heels. It left us 
with a substantial quantity. 

In addition to that, there was the introduction of that new-type 
sole in the system there on the low-quarter shoe which is not leather— 
it is some composition—that created less demand because it wears 
better than the leather. So the combination of the two left us with 
quite a substantial number of leather soles and heels. 

Mr. Fascetu. Over what eae of time are you talking? 

General McNamara. Back to the date that Mr. Balwan brought 
up—1945. From that date on we are counting these soles and heels 
that you are mentioning. 

Mr. Fascett. Now, if you had this tremendous dip in demand what 
about all the shoe-repair machinery that must be lying around and 
not being used # 

General McNamara. I am quite sure there was some substantial 
amount of that around in addition to soles and heels. However, that 
would be limited by the number of installations and the proportion 
would be far less than this. 

Mr. Hoirretp. We had a report, General, that there were between 
4 and 5 million pairs of heels in Schnectady in September of 1954 and 
that there is now stored at the same depot 2,012,705. The question 
occurs as to what happened to the 3 million pairs that were supposed 
to be there since September ? 

General McNamara. Well, we sold quite a bit. 

Mr. Hoxirreip. Have you offered those for sale? 

General McNamara. I am not sure of the exact number, but we 
have offered from Schnectady a substantial quantity of soles for sale. 
As a matter of fact there was some comment by the Department of 
Commerce on the quantities that we were offering. I believe I have 
a few notes here; I am not sure. 

Mr. Hotirrecp. Does that apply to heels now as well as soles? 

General McNamara. I do not have it specifically for heels. These 
— that I am talking about now. I have some comments on 

eels. 

_ Mr. Hortrrerp. Well, let us see. We have heard that orders were 
issued for the First and Sixth Armies to sell heels at a total of 200,000 
a month, and that pressure was brought to bear on some Congressmen 
and the Defense Department reduced the sale of heels. Apparently it 
was having an impact on the economy. 

General McNamara. Yes, it was; and there were some substantial 
areas of interest on this particular subject. 

_ Mr. Houirietp. Was there a slowdown then on the part of the Army 
in offerings ? 

General McNamara. Yes, sir. We were required to drop down 
from, I think it was, 200,000 to 50,000, and then they had to add up 
Army, Navy, and Air Force too to make a total of the 100,000, which 
was half of what we had been selling. 

Mr. Fascetxy. General, you say you were required. Was that a DOD 
directive ? 

General McNamara. Oh, we go just beyond directives in this field 
here, sir. There is a very active participation in assisting us in the 
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disposal of goods. The Department of Commerce has a group of 
people over there that tells us the impact on markets, et cetera, so that 
we may not ruin good markets. 

Mr. Fasceuu. I was just interested in your comment in which you 
said you were required to do something. 

General McNamara. Well, sometimes we have used that word per- 
haps loosely in the military. But I would say that the guidance was 
sufficient to direct our attention toward not disposing in the quantity 
that we had previously admitted. 

Mr. Fascexii. That sounds like the understatement of the week. 

Mr. Hotairreip. The committee can assume that there are no pro- 
curements at this time of rubber heels and soles, can they ? 

General McNamara. I cannot specifically answer it, but I would 
assume that since we are off this type of leather sole and this type of 
heel the answer would be, yes, sir. I would be happy to go to the pro- 
curement people and get a direct and specific answer to your question. 

Mr. Houtrrevp. Well, this might be important because we have run 
across cases where materials are being bought which had been declared 
surplus. 

General McNamara. Well, the procurement of orthopedic shoes, 
et cetera, and shoes of that nature, you might be able to say that pro- 
curement is going on. 

Mr. Hourrretp. We will check that for you. 

General McNamara. We would be happy to contribute toward that 
check, Mr. Chairman. 

Mr. Hourrrecp. Will you check and see if concurrently with the 
recognition of the excess and surplus, orders were issued to stop pro- 
curement of those items? You absolutely refute the 50 million figure / 

General McNamara. I quote to you from the inventory that is re 
corded by the Stock Control Board. 

Mr. Houirterp. That is for the Army $ 

General McNamara. That is all I talk for. 

(Discussion off the record.) 

Mr. Fascetn. Can we get the date of that inventory in the record! 

General McNamara. It is a running inventory. This is a running 
inventory starting back from 1945. 

Mr. Batwan. Our report savs they were packed in 1945. 

General McNamara. I believe the last one that is recorded here, in 
a quick scanning, is January 1953. 

Mr. Batwan. When did the new regulations come out on the mone- 
tary reimbursement for clothing allowances? Was that changed 
around 1949 or 1950? 

General McNamara. Gosh, I would hate to guess. I would assume 
that somewhere in there would be a good period. I just do not know 
actually. 

Mr. Batwan. In 1955 when the stuff was coming out ? 

General McNamara. You are not getting the impression from me 
that I think we have managed everything well in this leather sole 
and heel end. I think that we have made our mistakes in procure- 
ment on this, and there is a portion of all of these comments for rea- 
sons that I offer should be charged directly to an oversupply. ! 
think that that percentage goes right down the alley. 
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Mr. Hotirrecp. Of course, if your regulations are changed and you 
stop giving free repair to the servicemen, why that would certainly 
immediately cause you to have a surplus on hand. 

General McNamara. Yes, sir. But I think that as a manager with 
as much background as I have I would have weighed my stocks on 
hand before I would have made a recommendation to the authorities 
that we were going to introduce this new system, and I would say it 
will cost you this in stocks to be disposed of just like anyone else. 

Mr. Fascett. General, I just want to get back to the date of the 
inventory in which you say we have 3 million rubber heels on hand. 

General McNamara. It starts January 1953 on a running record 
down here by various depots—Schenectady, Philadelphia, Belle 
Mead, Tracy, which is in California, Jeffersonville, Richmond. In 
other words it is totaling up the inventory of the places that would 
have soles and heels stored. 

Mr. Fasceti. Now this inventory starts in January of 1953 and 
includes all the depots which possibly could have rubber heels in stock 
and the inventory winds up as of what day # 

General McNamara. Well the inventory shows March 1954 as the 
last note on this. 

Mr. Fasce.x. In other words, what is the last amount again as of 
March 19544 

General McNamara. It showed a total of heels, and I have them 
separated by women’s too, adding quickly, 3,792,500, approximately. 

Mr. Fascetx. And that is the figure you will stick by as far as the 
Army inventory is concerned ? 

General McNamara. As of that date; yes, sir. 

Mr. Fascetx. Mr. Chairman, that is all I have. 

Mr. Liaescoms. Mr. Chairman, Mr. Thomas, of GSA, you partici- 
pated in this task-force group that counted the 50 million heels? 

Mr. Joun Tuomas. We had a representative in the task-force group 
that made that study, and they did go to those places mentioned in 
there. I think that it covers donations. I think they covered three 
points, Schenectady, Norfolk, and Atlanta. But we did have a rep- 
resentative; Mr. D. Lloyd of our office was there. 

Mr. Lipscoms. Are you aware of how they got the figure of 50 
million back in 1945? 

Mr. Joun Tuomas. I think that figure, as I have indicated before, 
Was a general statement made as to the total across the services. All 
services were included probably. 

Mr. Hoxtrreip. And as of 1945? 

Mr. Jonn Tuomas. And as of 1945, and the services such as the 
Marine Corps, Navy, Air Force, et cetera. 

Mr. Liescoms. Well, no. That is not what the task-force report says. 
[t says, “the kinds of items currently being sold as surplus that would 
be desired by the Department of Health, Education, and Welfare for 
donation to schools (as seen in warehouses visited)” and it says, “rub- 
ber heels (new—50 million packed 1945).” So this says that there 
were 50 million heels in the warehouses that they saw. 

Mr. Joun Tuomas. I was not there, sir. We had a representative 
there. 

Mr. Liescoms. I understand that. 
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Mr. Joun Tromas. And also I think that that was a general state- 
ment as to the total number servicewide that I am positive would have 
to deal with that figure. That would be not only the Army, which is in 
that location. Well there are two locations involved. . There would be 
Atlanta’s Army and Schenectady’s Army. Now asto the total number 
of heels netenihy seen in any one location, why we would have to ask 
the people who made that trip. But I am sure they have some reason 
to explain those figures that they have there. But I am sure that 
figure is governmentwide, I mean, DOD-wide. 

Mr. Liescoms. Of course, that is not what this report says. 

Mr. Joun Tuomas. As you read it, no. 

Mr. Fascexu. The thing that confuses me is that there might very 
well have been 50 million heels packed in 1945. There might have been 
100 million packed. I do not get the point. Were they in the system 
or were they out of the system ? 

Mr. Lirescoms. Mr. Fascell, they say, “as seen in warehouses visited.” 

Mr. Fasceti. Well at this point I am up to my ears in heels. 

Mr. Houtrtevp. I think as long as the General Services had a men- 
ber on that we will just ask you to check that for us, Mr. Thomas. 

Mr. Joun Tuomas. I will be glad to, sir. 

Mr. Hoxirrevp. And if you have a Washington man that was on 
this committee have him come up before us and give us some testimony 
on that point. 

Mr. Joun Tuomas. Fine. I will be glad to do it, sir. 

Mr. HouirteLp. We are going to have to adjourn at this time for a 
rollcall. We will reassemble at 2 o’clock, and we will give you an 
opportunity to make a statement before the afternoon is over, General. 

eneral McNamara. Fine, sir. 

(Whereupon, at 12 o’clock, the subcommittee recessed, to reconvene 
at 2 p.m.) 


AFTERNOON SESSION 


Mr. Hoirievp. The subcommittee will be in order. 
General McNamara, it has been brought to my attention that you 
might want to make a statement. 


FURTHER STATEMENT OF MAJ. GEN. A. T. McNAMARA, DIRECTOR 
OF SUPPLY OPERATIONS, DEPUTY CHIEF OF STAFF FOR LOGIS- 
TICS; ACCOMPANIED BY MAJ. CARL 0. SULLINGER 


General McNamara. Mr. Chairman, you are very generous. 

T would like to comment to the point of heels, and the question that 
Mr. Fascell 

Mr. Horirretp. Are you speaking of the Army heels, the Navy heels, 
or the Air Force heels? 

General McNamara. Specifically the Army heels and those that go 
on shoes. 

The total, 3,500,000 pair was mentioned earlier this morning. | 
checked during the luncheon period with the Quartermaster Gener- 
al’s Office, Colonel Goshorn specifically, and he tells me the inventory 
of ri is 3,500,000. That was the point I believe Mr. Fascell raised 
earlier. 
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The second question he raised is whether or not any heels had been 
purchased during this period of earlier discussion. 

I checked with the procurement people and the Quartermaster Gen- 
eral’s Office, and they indicated 30,000 had been procured for the pur- 
pose of special-sized shoes that I mentioned earlier this morning. 
Those are the only returns that I have gotten on those two questions. 

In answer to your general opening statement, Mr. Chairman, I want 
to speak briefly to the point of activity that is taking place in the field 
of disposals in the Department of the Army. 

Based on constructive comment that we received a few years back, 
the Department of the Army instigated a program that, in my opin- 
ion, is forthright in expression of activity. I as an individual was 
charged with the monitoring of this program for seven technical 
services. At that time you will remember that Mr. Lewis Miller, 
now deeeased, was with us, and he shaped out the program which 
defined our problem initially. 

As some of you will recall, on the walls of my office there were 
pictures under the headings of “Before” and “After” by various sta- 
tions and by areas of the condition of the property that we found 
there, and the size and the quantity of it. 

Every 4 months those individuals that were fortunate enough to 
have representation on the walls up there of the condition of their 
stock had occasion to substitute a new picture taken and identified as 
i shot in the same direction. That defined areas of activity for us, 
and it was quickly established that 50 percent of our activity was 
overseas. 

It was specifically of interest to many people at that time in the 
area of Alaska, and that is where we started, as Mr. Riehlman will 
recall. Two hundred and eighty thousand tons of things had been 
rolled up from island to island in the Pacific to the area of the Alaskan 
cham, in the hopes that those items could be used in the pursuit of 
«road program that was going to be built up there, and other things 
that would lend themselves toward the establishment of tectical units 
spread around through Alaska. 

The disposal market in that particular area was somewhat limited, 
so great activity of identification took place. 

Two hundred people were sent up there to assist the area command 
specialists in the identification of stocks, and they worked for 1 year 
through the winter and the months that you could not move your 
stock, so that when spring came, there was available to the workers 
in that area not only knowledge of stock but location of that stock in 
the various fields, and they took prompt steps to move the stock from 
the system. 

Some of it was sold, some of it was moved to the States, that which 
lent itself into a standardization by geographical area, which we were 
attempting to pursue, and some of it was shipped back into depot 
stockage, 

The picture of Alaska today is less than 30,000 tons of surplus prop- 
erty in those fields, and we have pictures in some of these booklets 
that Major Sullinger has with him, which show conditions before and 
after, and instead of having mountains of various stocks in these fields, 


We have some empty fields, and some that have organized inventory 
setups. 
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We pursued the photographic identification throughout the United 
States, and these other book klets that are on the table, represent other 
areas under “Before” and “A fer” headings. | 

And similar reductive efforts have been taken on the part of the 
personnel in command of these setups. 

That started our knowledge on the disposal of things. 

Mr. Houtrterp. This began in what year? 

General McNamara. 1953, but actually there was a program tha 
Gen. Patrick Tansey, my predecessor i in this position, had omprunairh 
1951, but it was of a nature that it was unable to handle the quanti 
we had finally shown we had to handle. 

I believe Mr. Riehlman’s report showed at the time it had worked w 
from some smaller figure to an average in the first 6 months of 195: 
to be $19 million acquisition cost a month disposed out of the system, 
and the second 6 months in that same year, up to an average of $64) 
million. 

We then moved into the field of attempting to set up an objectiy 
a series of steps, so that this effort could be handled by management, 
and to that end we developed a booklet, and we have columns and line: 
which give objectives, and by months, what will be declared and what 
will be disposed of out of the system, so that we could follow what we 
were going to have to sell. 

That showed that we were doing some talking, but it also showed 
that we were doing more acting than talking, because very quick! 
we found that we were declaring less than we were disposing, so ther: 
was a great activity in the field of actually disposing of things, and ii 
was not just the recording of these items on paper, later to be filed 

That was the start of a businesslike approach to the handling of 
the property. We then started to work extremely closely with GSA 
in reduction of the paper time that it would take for the processing of 
the declaration into the field of disposal, and through joint effort a 
the part of all agencies, Navy, Defense, GSA, and Air Force, we wer 
able to come up with what we thought would be easily handled, 
tainly controlled in the services, and not ruin markets. 

In other words, the pipeline was now, instead of being out t 
long-time lag, it was now up to where we could declare it and Senet 

of it in a much shorter time. 

Reason has crept back in that picture, incidentally, to show that 4 
should lengthen the pipelines in certain fields of commercial items and 
things like that, to get a better price, so we have not forgotten the use 
of business controls. 

Now, to follow the diseussion of these various items, [ have brougit 
here some samples of activity in the fields of what I call merchandising 

The first thing I did was, after getting these markets defined, 1 
find out how many people knew what we were going to have to cor- 
tend with, and there weren’t too many, and so we started going ou! 
to the Army Headquarters and to the other agencies and we had cor 
ferences called and we had good substantial visits. 

Some samples of the agendas of these are here, and are obtainable. 

This was a A ieee approach, attempting to try and merchandi 
to these people who were going to have to do this work, what thelr 
problems were, and how they were going to handle it. 

We gave them the best speakers we could find on the subject heré 
in the services, GSA, and all others that would have to contend wi! 
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Mr. Joun Tuomas. And also I think that that was a general state- 
ment as to the total number servicewide that I am positive would have 
to deal with that figure. That would be not only the Army, which is in 
that location. Well there are two locations involved. . There would be 
Atlanta’s Army and Schenectady’s Army. Now asto the total number 
of heels actually seen in any one location, why we would have to ask 
the people who made that trip. But I am sure they have some reason 
to explain those figures that they have there. But I am sure that 
figure is governmentwide, I mean, DOD-wide. 

Mr. Lirscoms. Of course, that is not what this report says. 

Mr. Jonn Tuomas. As you read it, no. 

Mr. Fascetu. The thing that confuses me is that there might very 
well have been 50 million heels packed in 1945. There might have been 
100 million packed. I do not get the point. Were they in the system 
or were they out of the system ? 

Mr. Lirscoms. Mr. Fascell, they say, “as seen in warehouses visited.” 

Mr. Fascetn. Well at this point I am up to my ears in heels. 

Mr. Houtrtevp. I think as long as the General Services had a men- 
ber on that we will just ask you to check that for us, Mr. Thomas. 

Mr. Joun Tuomas. I will be glad to, sir. 

Mr. Horirrevp. And if you have a Washington man that was on 
this committee have him come up before us and give us some testimony 
on that point. 

Mr. Jonn Tuomas. Fine. I will be glad to do it, sir. 

Mr. Ho.irrevp. We are going to have to adjourn at this time for a 
rolicall. We will reassemble at 2 o’clock, and we will give you an 
opportunity to make a statement before the afternoon is over, General. 

eneral McNamara. Fine, sir. 

ae at 12 o’clock, the subcommittee recessed, to reconvene 
at 2 p.m. 


AFTERNOON SESSION 


Mr. Hottrievp. The subcommittee will be in order. 

: 3 ; 

General McNamara, it has been brought to my attention that you 
might want to make a statement. 


FURTHER STATEMENT OF MAJ. GEN. A. T. MCNAMARA, DIRECTOR 
OF SUPPLY OPERATIONS, DEPUTY CHIEF OF STAFF FOR LOGIS- 
TICS; ACCOMPANIED BY MAJ. CARL 0. SULLINGER 


General McNamara. Mr. Chairman, you are very generous. 

T would like to comment to the point of heels, and the question that 
Mr. Fascell 

Mr. Horirtep. Are you speaking of the Army heels, the Navy heels, 
or the Air Force heels? 

General McNamara. Specifically the Army heels and those that go 
on shoes. 

The total, 3,500,000 pair was mentioned earlier this morning. | 
checked during the luncheon period with the Quartermaster Gener- 
al’s Office, Colonel Goshorn specifically, and he tells me the inventory 
of a is 3,500,000. That was the point I believe Mr. Fascell raised 
earlier. 
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The second question he raised is whether or not any heels had been 
purchased during this period of earlier discussion. 

[ checked with the procurement people and the Quartermaster Gen- 
eral’s Office, and they indicated 30,000 had been procured for the pur- 
pose of special-sized shoes that I mentioned earlier this morning. 
Those are the only returns that I have gotten on those two questions. 

In answer to your general opening statement, Mr. Chairman, I want 
to speak briefly to the point of activity that is taking place in the field 
of disposals in the Department of the Army. 

Based on constructive comment that we received a few years back, 
the Department of the Army instigated a program that, in my opin- 
ion, is forthright in expression of activity. I as an individual was 
charged with the monitoring of this program for seven technical 
services. At that time you will remember that Mr. Lewis Miller, 
now deceased, was with us, and he shaped out the program which 
defined our problem initially. 

As some of you will recall, on the walls of my office there were 
pictures under the headings of “Before” and “After” by various sta- 
tions and by areas of the condition of the property that we found 
there, and the size and the quantity of it. 

Every 4 months those individuals that were fortunate enough to 


pave representation on the walls up there of the condition of their 


stock had occasion to substitute a new picture taken and identified as 


} a shot in the same direction. That defined areas of activity for us, 


und it was quickly established that 50 percent of our activity was 
overseas. 

it was specifically of interest to many people at that time in the 
area Of Alaska, and that 1s where we started, as Mr. Riehlman will 
recall. Two hundred and eighty thousand tons of things had been 
rolled up from island to island in the Pacific to the area of the Alaskan 
chain, in the hopes that those items could be used in the pursuit of 
i road program that was going to be built up there, and other things 
that would lend themselves toward the establishment of tectical units 


s spread around through Alaska. 


The disposal market in that particular area was somewhat limited, 
so great activity of identification took place. 

Two hundred people were sent up there to assist the area command 

specialists in the identification of stocks, and they worked for 1 year 
through the winter and the months that you could not move your 
stock, so that when spring came, there was available to the workers 
in that area not only knowledge of stock but location of that stock in 
the various fields, and they took prompt steps to move the stock from 
the system. 
_ Some of it was sold, some of it was moved to the States, that which 
ent itself into a standardization by geographical area, which we were 
attempting to pursue, and some of it was shipped back into depot 
stockage. 

The picture of Alaska today is less than 30,000 tons of surplus prop- 
erty in those fields, and we have pictures in some of these booklets 
that Major Sullinger has with him, which show conditions before and 
after, and instead of having mountains of various stocks in these fields, 


We have some empty fields, and some that have organized inventory 
setups. 


64721—56——__ 37 
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We pursued the photographic identification throughout the United 
States, and these other booklets that are on the table, represent other 
areas under “Before” and “A fer” headings. 

And similar reductive efforts have been taken on the part of the 
personnel in command of these setups. 

That started our knowledge on the disposal of things. 

Mr. Houtrtevp. This began in what year? 

General McNamara. 1953, but actually there was a program that 
Gen. Patrick Tansey, my predecessor in this position, had installed in 
1951, but it was of a nature that it was unable to handle the quantity 
we had finally shown we had to handle. 

I believe Mr. Riehlman’s report showed at the time it had worked up 
from some smaller figure to an average in the first 6 months of 1953 
to be $19 million acquisition cost a month disposed out of the system, 
Sai second 6 months in that same year, up to an average of $60 
million. 

We then moved into the field of attempting to set up an objective, 
a series of steps, so that this effort coats be handled by management, 
and to that end we developed a booklet, and we have columns and lines 
which give objectives, and by months, what will be declared and what 
will be disposed of out of the system, so that we could follow what we 
were going to have to sell. 

That showed that we were doing some talking, but it also showed 
that we were doing more acting than talking, because very quickly 
we found that we were declaring less than we were disposing, so there 
was a great activity in the field of actually disposing of things, and it 
was not just the recording of these items on paper, later to be filed. 

That was the start of a businesslike approach to the handling of 
the property. We then started to work extremely closely with GSA 
in reduction of the paper time that it would take for the processing of 
the declaration into the field of disposal, and through joint effort on 
the part of all agencies, Navy, Defense, GSA, and Air Force, we were 
able to come up with what we thought would be easily handled, cer- 
tainly controlled in the services, and not ruin markets. 

In other words, the pipeline was now, instead of being out to this 
long-time lag, it was now up to where we could declare it and dispose 
of it in a much shorter time. 

Reason has crept back in that picture, incidentally, to show that we 
should lengthen the pipelines in certain fields of commercial items and 
things like that, to get a better price, so we have not forgotten the use 
of business controls. 

Now, to follow the discussion of these various items, I have brought 
here some samples of activity in the fields of what I call merchandising 

The first thing I did was, after getting these markets defined, to 
find out how many people knew what we were going to have to con- 
tend with, and there weren’t too many, and so we started going out 
to the Army Headquarters and to the other agencies and we had con- 
ferences called and we had good substantial visits. 

Some nae of the agendas of these are here, and are obtainable. 

This was a businesslike approach, attempting to try and merchandise 
to these people who were going to have to do this work, what their 
problems were, and how they were going to handle it. 

We gave them the best speakers we could find on the subject here 
in the services, GSA, and all others that would have to contend with 
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nited disposal, gave them the advantage of calling them in. We scheduled 
other all of them, and this is one that happens to have been in Washington 

| here. No, thisis in San Antonio. We had one in Washington on the 
of the 6th, 7th, and 8th of June, and there was quite a bit of merchandising. 


Mr. Batwan. Did you have GSA merchandisers speak to your 
group ¢ 
~ General McNamara. Yes. As a matter of fact, I have forgotten 




















































a that who it was. Mr. Norman, wasn’t it? 

led in Mr. Joun Tuomas. Lloyd. 

antity General McNamara. He was listed anyway, but I have forgotten 
who did talk. On page 1, the opening day, we had General Stokes, 

<ed up the head of the military district, open this up to what might have been 

f 1953 considered in the old days, the low level type of worker in the sys- 

ystem, tem, but we took the top man in the area and said, “These people are 

of $60 doing the business and we want proper introduction.” 

aren He made a welcoming address, tahowed by several others of some 

jective, note. We had Commander Tobias, Mr. Sundstrom from Defense, Mr. 

ement, John Thomas was scheduled to talk there, Mr. Walter Frazier, of the 

d lines Surplus Property Utilization Division, Department of Health, Edu- 

d what cation, and Welfare. 

hat we We had Mr. Thorsten V. Kalijarvi, the Deputy Assistant Secretary 
for Economic Affairs, Department of State, and he was assisted by 

showed a group of people from his office. 

quickly We had {r. Robert J. Carmody, Economic Defense Branch Office, 

0 there Assistant Secretary of Defense, in International Security Affairs. 

, and it We had Mr. James Kelley, Special Administrative Assistant, Busi- 

filed. ness and Defense Services, Department of Commerce, et. cetera, and 

ling of there is a list of others. 

h GSA Mr. Lee Lloyd was Chief of the Disposal Branch. Personal Prop- 

sing of erty, General Services Administration. He was scheduled to talk 

fort on on spot bid sales, incidentally, on the third day, on the 8th of June, 

we were to bring out the areas that we were not covering, and other areas, on 

ed, cer- which we had speakers of similar note. 

, We had Commander Tobias again from the Director of Materiel 
to this Redistribution Division, Mr. McBride, Office of General Counsel, 


dispose Department of the Navy, and Mr. Carl Wallace, Mr. R. W. Walker, 
P. A. Newell, of the regional office of GSA, from Dallas, Tex., to tell 


that we these people the role of GSA. 

ems and And so through all of these was the effort to bring in, in front of 

. the use these people who were going to do the disposing, people who could 
contribute to advice in the field of the ability of the man to get rid of 

brought things. 


ndising. Mr. Houtrretp. How large a group do you have in the disposal pro- 
fined, to gram in the Army, officers, enlisted men, and Civil Service ? 
. . _ . . 
to con General McNamara. We have seven major regional headquarters, 
oing out called six Army areas, plus the military district of Washington, for the 
had con- total. At each of these areas we have various personnel based on the 
: size of the Army area there. 
tainable. Mr. Hotrrerp. You need not break it down. Give me the total 


chandise you have, officers, enlisted men, and Civil Service. 

nat their (reneral McNamara. I only have a total of people here, Mr. Chair- 
; man. I have 38 in the area headquarters, and 151 disposal activities, 
ject here but I don’t have the breakdown by people in each disposal activity. I 


end with can get that very readily. 
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Mr. Horirtetp. You can give us the total figures ? 

General McNamara. Yes. 

Mr. Houirreip. We got them from the Air Force yesterday about 
1,100, roughly, and we wondered what your complement of people 
would be. 

General McNamara. We are better than 500. I would hate to pin it 
right down. 

Mr. Hotirietp. Will you furnish the staff that information, and 
I think you have already furnished us, or have you yet produced 
the chart showing your quarterly disposals now ? 

General McNamara. No, sir. I will be happy to get right into 
that now, if you would like. 

Mr. Ho.rrievp. That’s all right. I don’t want to rush you. I 
thought that we would get the personnel. I wanted to get that for the 
three different departments, or agencies in the Department of De- 
fense. 

(The information requested follows :) 

On August 31, 1955, the Department of the Army had approximately 1,900 
eraded and ungraded personnel engaged in the worldwide disposal of excess, 
foreign excess, and surplus personal property. 

General McNamara. Well, I have the breakdown here by 10 months 
this year, starting with 17 months ago, if you would like, which ever 
way you would like to have it. If you would like the record to show 
what we have done this year to date in the 10 months, I can submit 
this for the record and read the major points here now, if it will be 
helpful. 

(See p. 572.) 

Mr. Ho.irrevp. All right. 

General McNamara. This is for the period July 1, 1954 to April 
30, 1955, to identify it. It will show at the top of the paper “10 
months under Department of Army disposal of excess and surplus 
personal property and sale or exchange.” 

This is a breakdown which shows that we have in 10 months at 
acquisition value disposed of $1 billion, $639.9 million worth of per- 
sonal property in the following way 

Mr. Hottrrevp. That is in 10 months time? 

General McNamara. Yes, sir. 

Mr. Batwan. That is not disposition by sale, necessarily ? 

Major Sutiincer. Not necessarily. 

Mr. Batwan. You used the word “disposal.” 

Mr. Ho.trrevp. All right. You break that down now. 

General McNamara. Under redistributed within the Army, that 
means where we took from the pile of things we had and found use 
for them, we put back into inventory $281.2 million worth of goods. 
We transferred to other departments of defense and other Govern- 
ment agencies without reimbursement, $44.7 million worth of goods, 
and with reimbursement, under that same heading, $5.5 million worth. 

We transferred to the national stockpile $14.4 million worth of 
goods, and we donated according to publi law, $54.7 million worth 
of goods. 

We abandoned or destroyed $26.3 million worth of things, and 
we sold, as sale or exchange property, and I would ask you to note 
a comment following, $133.5 million worth of things. 
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Now, sale and exchange property is personal eae sold under 
the provisions of a section in Public Law 152. It is not excess, nor 
is it surplus, but since a sale has taken place, we have to account for 
the dollars some place. 

Mr. Hotitrrevp. Perhaps the so-called trade-in. 

General McNamara. Yes, sir. 

Mr. Hottrretp. Mostly on automotive equipment, | imagine. 

General McNamara. Correct. 

Mr. Batwan. You have a pretty high return on that, too. 

General McNamara. Yes. Actually, Mr. Balwan, we got 9.1 per- 
cent return. For the purpose of these figures, I was going to go down 
in percentages in another column. 

Now, we sold as usable property $357.8 million worth of goods and 
we sold as salvage $270.7 million worth and we sold as scrap $451.4 
million worth. ‘Then production scrap or waste is recorded. 

Mr. Howtrretp. What was that scrap figure again ? 

General McNamara. Scrap was $451.4 million worth. 

Now, the total in that column is $1,639,900,000. 
ly 1,900 Now, a summary below that would show, Mr. Chairman, that there 
excess, was utilized within the Government $364 million worth. There was 
donated, as previously recorded, $54.7 million. There was abandoned 
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nonths or destroyed $26.3 million and there was sold $1,212,900,000. 

h ever The percentage that was received on that shows that for the first 
0 show 10 line items that we had got 4.5 percent return. That takes into 
submit consideration all the items, but against the actual selling—in the sell- 
will be | ing of $1,212,000,000—we have a 6-percent return on our dollars for 


the things actually sold. 
Now, I have similar sheets for previous years and for previous 
. periods. 
» April Mr. Batwan. Are replacement sales included in these percentages ? 
er “10 General McNamara. That is what I read out, I believe, Mr. Balwan, 
surplus s issale or exchange. 
Mr. Batwan. Under sales you get as high as 30 to 40 percent 
nths at return 4 
of per- General McNamara. That is correct. 
Mr. Batwan. And they are high-value items which are not surplus 
or excess. 
General McNamara. That is correct, and I appreciate the comment. 
There is no attempt to record that percentage in here at all because 
it wouldn’t be right to show that as a return. 
Mr. Batwan. That is not in the 4.5 percent? 
General McNamara. No. 


y, that Mr. Hoxtrtetp. But your salvage and scrap, on the other hand, cuts 
ind use down your return, doesn’t it ? . 
goods. General McNamara. Yes, sir. Actually, in the same period I had 
xovern- a little sketch out here in which I showed the total across here by 
goods, urea, to attempt to define where my problem was, and I found that 
_ worth. vd percent of this $1,639 million was in continental United States, the 
orth of | balance was overseas, in this 10-month period. 


» worth Now, by type I broke this same item down, and I show that 28 


percent of this amount that was sold now—the $1,212 million—was 


gs, ~ scrap; 16 percent was salvage; 30 poet was usable property; 17 
to no percent—now I am outside my 1 billion 2—17 percent was redis- 


tributed within the Army, as the redistribution occurs; 4 percent was 
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transferred to other agencies; 3 percent was donated to educational 
organizations; and 2 percent was abandoned or destroyed. 

I will be glad to furnish that type of information for the record, 
(The information referred to follows :) 


DEPARTMENT OF THE ARMY DISPOSAL OF ExCESS AND SURPLUS PERSONAL PROPERTY 
AND SALE oF ExcHANGE Property (10 MonTHs) 


During the period July 1, 1954, to April 30, 1955, the Department of the Army 
(worldwide) made disposition of excess and surplus personal property and sale 
or exchange property amounting to $1,639,900,000 (acquisition value). This total 
disposition included redistribution within Department of the Army, transfer to 
other Government agencies, transfer to national stockpile, donated to authorized 
agencies or institutions, abandoned or destroyed, and sold. The following list- 
ings of disposition reflect (1) type of action, (2) acquisition value, (3) proceeds 
realized, (4) percentage, and (5) monthly average. 


Disposal of excess and surplus personal property and sale of exchange property 


























[Millions] 
elspa sia - = wilide 
: i | Percent ac- reo 
Type of action ras | Proceeds | uisition | acquisition 
| value value 
recovered (col. 2+10) 
(1) (2) (3) (4) (5) 
——— SF a dietiuae ee, 
1. Redistributed within Army---_-_--.__---- $281.2 o* 0 $28.1 
2. (a) Transfers to DOD a other Govern- 
ment agencies without reimbursement__| 44.7 md 0 4.5 
(6) Transfers to DOD and other Govern- 
ment agencies with reimbursement. --| 5.5 $1.2 21.8 -6 
3. Transfers to national stockpile_........_..-- 14.4 0 0 1.4 
4. Donated in accordance with Public Law 
152, 81st Cong_- ee eee tL 54.7 | 0 0 5.5 
5. Abandoned or destroyed. . bbls d 24) 26. 3 0 0 2.6 
6. Sold as sale or exchange property apnea | 1 133.5 112.1 19.1 113.4 
7. Sold as usable property................--..- 357.3 | 28.5 8.0 35.7 
Ee ee eee 270.7 14.6 5.4 27.1 
nn ea 451.4 15. 1 3.3 45.1 
10. Sold as waste or production scrap__.......-- | 0 2.9 |. aR | a ae 
Wee aie bietig fir pe Ot 1, 639.9 74.4 4.5 164.0 
SUMMARY wren 
1. Utilization within Government...._.___- wal 346.0 1,2 3 34. 6 
Wy Edd. .- cb tena atnba avdanoek once = ott 54.7 0 0 5.5 
3. Abandoned or cay ies ata acs ito 26. 3 0 0 2.6 
Se tttiadl nainnchindan nasties aanaiwutdesn oe 1, 212.9 73.2 6.0 121.3 
la ad 1, 639.9 | 74.4 4.5 164.0 














1 Personal prdperty sold under the provisions of sec. 201 (c), Public Law 152, 81st Cong. This is not excess 
or surplus prooerty. 

Mr. Hotirtevp. All right. 

Now, without going into all of the figures for the previous 2 years, 
can you give me your average return for the previous 2 years, and 
your return on those classifications that were sold or exchanged, 

salvaged as scrap? 

General McNamara. I have a 17-month period here, Mr. Chairman, 
if I may use that for the record. I will be glad to go back and get 
any other figure you want. 

Mr. Hoxtrrexp. Is that the 17-month figure previous to the last 
figures you gave me, or does it include the last figures? 

General McNamara. No; it includes the last. The reason we 
selected that was because it was the start of Operation Clean Sweep, 
and it gave the figures of activity in that field. 

Mr. Horirretp. You can supply those to the staff ? 
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General McNamara. This shows for a 17-month period a return on 
the sales of 5.9 percent, a slight improvement, but just about the same 
for the last 10 months. 

Mr. Ho.irretp. We have called in Mr. Lloyd. I wonder if we 
could interrupt this type of testimony right now to let Mr. Lloyd, of 
General Services Administration, reply to the question about the 
rubber heels this morning. 

We understand, Mr. Lloyd, that you are a member of this group 
that visited the warehouse; is that true? 

Mr. Luoyp. That’s right. 

Mr. Houtrtevp. Will you give us that testimony? Then we will 
release you for the rest of the evening. 


STATEMENT OF LEE LLOYD, CHIEF OF DISPOSAL BRANCH, FEDERAL 
SUPPLY SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Lioyp. In answer to the specific question, I will give you a 
quick rundown, if that will help. 

Mr. Houirretp. Let Mr. Balwan refresh your mind as to the matter 
that was before us this morning, and why we asked for this in- 
formation. 

Mr. Batwan. Mr. Lloyd, we have a report which is prepared by a 
task group made up of the Bureau of the Budget, Department of 
Defense, General Services Administration, and Department of Health, 
Education, and Welfare, report of the summary of findings to study 
the impact of DOD stock fund regulations on the Department of 
Health, Education, and Welfare surplus personal property program, 
and in one part of this report, under a section entitled “What kinds of 
items are currently being sold as surplus that would be desired by the 
Department of Health, Education, and Welfare, for donation to 
schools,” then in parentheses “as seen in warehouses visited,” and in 
the list of items it mentions rubber heels, new, 50 million packed 
in 1945. 

As I understand it now, this report was prepared by a Mr. Gamman, 
inthe Bureau of the Budget. 

Are you familiar with the report? 

Mr. Luoyp. Yes, I am. 

Mr. Batwan. Could you explain for the subcommittee what is meant 
by this “rubber heels, new, 50 million packed in 1945” 

Mr. Liuoyp. Well, it is meant to record the conversations and esti- 
mates that were provided in discussions as we sat around the table 
at Schenectady, the representatives of the groups which you read off 
there, plus Captain Lipic, the disposal officer there, and 1 or 2 others 
from his organization, whose names are not known to me, and in the 
course of that conversation, the enormous stacks of boxed rubber heels 
that we had seen in the course of our travels through the warehouses 
at the Schenectady General Depot were given some, well, conversation. 

_ We had been told by those who were escorting us around, and I be- 
lieve it was Captain Lipic and someone else on his staff, that there 
were between four and five million, as I recall it, there at Schenectady, 
but in the course of the discussion, estimates were given, and I am 
not sure who made, voiced the estimate, but an estimate was given of, 
as I recall it, 50 to 52 million undoubtedly in surplus inventories in all 
services throughout the country. 
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Now, following that, when we had completed our visits and had 
returned to W ashington, it was agreed that we would have Howar 
record all of the information believed to be pertinent to our stud) 
and our trip, and sit down around the table and review those state. 


ments of fact, to see if anyone disagreed with the points that were 


made, so that however far we might diverge in arriving at conclu. 
sions, at least our facts would be the same. 


Mr. Gamman prepared that, brought it to a meeting that was held 


in the Pentagon, and that was accepted as a factual statement. 


Mr. Batwan. Who represented the Department of Defense in your 


committee ¢ 

Mr. Luoyp. Mr. John Sundstrom, and Mr. William Shockley, | 
think his name was. Yes, he represented, I think, the Office of the 
Comptroller of the Department of Defense. I think that is all | 
recall. 

Mr. Horirtetp. Would you say at this time that this report is mis- 
leading, in that it lists 50 million rubber heels, Hew, packed in 1945, 
and the he ading says “seen in warehouses visited” 

Mr. Luoyn. Yes, sir, I am sure that that is an error. It is not m) 


understanding of it, and frankly it was just not noticed when we 


went down the list. We came to that figure and the figure whic! 
had shocked us when we first heard it clicked, and perhaps we didn‘ 
notice the heading on the sheet. 

Mr. Hotirrerp. Well, would you say that that would apply to al 
the rest. of the items you have here’ 

You have, for instance, 50,000 new baseball bats. 

Mr. Lioyp. I think that that is probably accurate figures fron 
what we saw or what was reported to us on the trip. 

Mr. Houririeip. It says, “as seen in warehouses,’ * so you would als 
make a reservation on that as being a matter of personal knowledge 
of your committee ? 

Mr. Luoyp. Yes, sir. 1 doubt if we saw more than 37. T think 
we were told at the time we were looking at the 37,000, said to be 
37,000 at any rate, that there were 11,000 more that had just come | 
I didn’t see them. 

Mr. Howtrrerp. Was that as a matter of new procurement? 

Mr. Luoyp. No. These were bats that were no longer require 

Mr. Hortrrenp. New declarations / 

Mr. Luoyp. Yes. 

Mr. Houirtevp. Well, of course, when a subcommittee is going ov 
reports of the different departments, you know, we have to rely 
the reports. 

Mr. Luoyp. That’s right. 

Mr. Horrrietp. And when we have an item such as this in a list | 
material from a reputable committee, I think we have a right to ex 
pect it to be an accurate report. 

Mr. Luoyp. I think you are quite right. 

Mr. Hoxiriety. Now, that casts doubt upon many other things i 
this report. All the rest of the items in there might be accurate. 
as far as the subcommittee knows, but it certainly destroys our con- 
fidence in a report of this type when we have an assertion which !: 
so elastic as 50 million rubber heels, and we find out later that it has 
been stretched from some 3 million up to 50 million. 








ho 










at 























iin 
im 























id had 
lowari 
' study 
» State. 
it were 
conchu- 


us held 
in your 


kley, | 
of the 
s all | 


is mis- 
n 1945, 


not my 
hen we 
| which 
» didn't 


y to all 


pe) from 


ild alsi 
ywledge 


T think 
d to be 
ome 


? 


aquired. 


1ings in 
ecurate, 
yur con- 
vhich 1s 
it, it, has 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 575 


Mrs. Grurrirus. Mr, Chairman, but the 3 million was just in ware- 
houses at Schenectady; is that right? 

Mr. Luoyp. I cannot see, because of the light. Are you looking 
at me? Ican’t tell. 

Mrs. Grirritrus. Yes, I am. 

The 3 million was available in the warehouses at Schenectady ? 

Mr. Luioyp. I never heard the figure of 3 million. I heard a 
figure between 4 and 5 million in the warehouses there. 

“We opened many of the boxes and took out the rubber heels and 
looked at them, and they were stacked in huge quantities in many 
wings of the warehouse. It was quite an impressive sight. 

Mrs. Grirrirus. For whom were they available ? 

Mr. Luoyp. For sale. They were stock fund properties that at that 
time were said not to be donable, said by the services not to be donable. 
It was for sale, but I am told, and it was our understanding at the 
time, that they had decided not to sell them by reason of fear of 
impact on industry. 

Mr. Houtrretp. Any questions from the committee? 

All right, thank you, Mr. Lloyd, for your testimony. You may 
be excused. 

All right, General, we had this man come up from the Bureau of 
the Budget to allow him to respond to the question of this morning. 


FURTHER STATEMENT OF MAJ. GEN. A. T. MCNAMARA, DIRECTOR 
OF SUPPLY OPERATIONS, DEPUTY CHIEF OF STAFF FOR LOGIS- 
TICS; ACCOMPANIED BY MAJ. CARL 0. SULLINGER 


General McNamara. In continuance of some of the efforts to stock 
the merchandise, I have covered br iefly here these headquarter setups. 
There was another activity that took place in the form of analysis 
of the type problem that faced us, again wondering where this prop- 
erty was and what it was, and we have these booklets developed 
which really represent the searching of many thousands of invita- 
tions and many thousands of activities, efforts in order to define 
exactly what was in front of us. 

Was it usable stuff? Could we truly find a market for this for 
salable, et cetera? Where is it, and in what portion of the United 
States would it be, so that we might try and analyze the markets 
there? | : 

Chis has been running on now for months, and I have in front of 
ine One that is dated October 31, 1954, and 1 have September 1954 

id November. Each month these come in, and have come in for 
ome period. That assisted us in our attack. 

We further started an effort to attempt to ¢ larify the ways that 
people could handle their property, and in conju nction with the other 

ervices, and with the assistance of two peo ple that were selected 

y advisers from that Advisory Board, Mr. Green and Mr. Kaster, 
they selected two people to visit various establishments, in order to 
“eta scrapyard handbook developed that we could show some improve- 

nt in that local field of activity. 

1 hat was in response to a previous comment that had been made 

it it was an area that we perhaps couldn’t get some results in, but 
were going to try it anyway. 
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And thus there should be in one booklet a means by which the man in 
the yard can bin things and can see how others bin them, and get 
advice to really attempt to merchandise at the very lowest level that 
we have in the field of disposal. 

Mr. Batwan. Has it improved your return from scrap? 

General McNamara. That is not out yet, Mr. Balwan. This is 
almost a year’s effort to get something, and I believe will pay divi- 
dends, but I cannot say that it has as yet. 

Mr. RieuiMan. Is there some cross-service information in there! 

General McNamara. Yes, sir; this is for all. The pictures are 
not just of Army setups. 

Mr. RreEHLMAN. Navy and Air Force. 

General McNamara. Navy and Air Force; yes, sir. 

Mr. Howtrietp. Will you send that up for the committee to look at! 

General McNamara. Right, sir. I can’t claim credit for this in 
Department of Army alone. This is the help of all of the agencies, 
including Department of Defense. 

Now, also to assist in improving the conditions in places where 
sales were being covered, we went out and spent a great deal of time 
showing people how they could improve their offices, their yards, and 
this booklet indicates some of the activities that were attacked. 

We started right with the bottom level here, right in the place 
where kitchen scrap, garbage, and others would come, and working 
from that point went right on through showing numerous and mod- 
ern containers that could be used so that the picture of the old bent 
GI can, with perhaps some flies around the exterior, would no longer 
be the picture of the yard. 

We showed them ‘ter to separate the various kinds of boxes and 
baskets in order to get a market out of them. We showed them how 
to squash things without violating the baling and the shearing activ- 
ities that there has been some great interest in, this past year, and 
we started to sell things in carload lots, where we would get people 
that would be interested in these squashed cans. 

And the removal of tight eas rte various types of metal engines 
and blocks, and the separation by commodity, all of these were shown 
as ways by which they could improve and ways by which things did 
improve. 

You will note them putting them in boxes. In the office setups we 
improved the offices there. 

Incidentally, here is a fine picture of the Department of Health, 
Education, and Welfare seeking some of the property at, I believe, 
Camp Carson in Colorado, it’s just a coincidence I remembered this 
picture. 

New chairs were placed in the offices, Mr. Riehlman pointedly 
commented on in an earlier talk with us, that we made no attempt 
to give these people a place to sit down and read in comfort and 
analyze. There was always the corner of the room. 

Here are some pictures of actual locations that we had established 
some improved conditions in. That type of merchandising, if you 
will, took place. 

Mr. Houirretp. Did you procure new chairs, or did you use excess 
chairs ? 

General McNamara. Mr. Chairman, I wish I could answer that 
question, because I would like to be able to claim that. 
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Then there are other forms of merchandising that we have done. 
We have developed display areas of things for bidders to see. Even 
in the segregation of areas in the various warehouses—— 

Mr. Batwan. This has been going on some time now ¢ 

General McNamara. Mr. Balwan, it has been going on since we got 
behind this problem, and that was at least 2 years ago. 

It started with the activity that was generated by several agencies. 
Specifically it came to me through the mouths of Mr. Harold Pearsons, 
Mr. Earl Johnson. You will recall those articles that were released 
in U. S. News and World Report, which gave the overall objectives 
at that particular time. These are just some conditions of various 
things. 

We haws provided conveniences in the auction areas, we have buses 
to greet the people at the gates, so that we don’t have cars running all 
over the post, and we can move them right from the area that they 
come in to the area where they are going to be active for a day or so. 

Mr. Houirtetp. Leaving their cars on the outside? 

General McNamara. Yes, sir; in the defined areas, certainly. It 
may not be outside, but outside the area where the sale was going to 
take place. We provided luncheons, conveniences for both men and 
women. We have, I would think, attacked the problem of merchan- 
dising in that area. 

I mentioned earlier this morning the effort that was made by the 
Department of the Army relative to improving the market of the 
bids. I made an early determination that I could not say that escort 
wagon wheels were going to be used as lazy susans in picnic yards, or 
that water dippers would be movable flower pots around a home. It 
was an impossibility with the number of items that we had in the 
system. 

So I determined to try and improve the list of bidders, if we could. 
They are the ones that know where the markets are. That has been 
their business for years, perhaps generations. 

So this effort was made with the Dunhill International List Co., 
as I indicated earlier, and I show you, Mrs. Griffiths, because you were 
not here this morning, this document. It is an effort and acknowl- 
edged on the next page by Dunhill as in support of an Army request. 
That booklet indicates the list of bidders by commodity, by geo- 
graphical area. 

Mr. Hoxtrretp. You add to that list, of course, anyone who writes 
in? 

General McNamara. Yes, sir. 

Mr. Hourrtexp. This was an original list, as I understand it. 

General McNamara. Yes, sir. 

Mr. Houirterp. And that is constantly revised ? 

General McNamara. Sir, I am not trying to claim on anything in 
the past. I am trying to show that we have made some attempt to 
merchandise from the point that the comments were made to us. This 
was such an effort. 

Now, without going through the mass of data that we have here, I 
would like to say briefly that we have kept a running record of our 
prices by Army areas, and, for instance, in First Army we show in 
fiscal year 1954 that we got a 5.9 percent on usable, and that in fiscal 
year 1955 we got a 10.8 in that area. 
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And we have asked them how, what reason they apply to this increase 
in return, and they have given some answers, and we have sent those 
answers around to the others. 

Mr. RrentmMan. What area was that in, General ? 

General McNamara. That was First Army, Mr. Riehlman. 

Mr. Hoxtrretp. And that was usable material ? 

General McNamara. Usable material. 

Mr. Ho.irretp. You practically doubled. 

General McNamara. Yes, sir. And that is the figure that I have. 
That is through April of this year. 

Now the first figure I gave was the fiscal year 1954 average compared 
against acquisition cost and proceeds on usable things, and we struck 
an average on that. 

Just to show you how we got it, we had $1.8 million acquisition cost 
recorded as usable in the fiscal year 1954 in First Army, and we showed 
a receipt of $107,000 return for that year, or 5.9 percent. 

Now, I have that also broken down by salvage, by scrap, and by total. 

Mr. Ho.irretp. You have given figures in Mr. Riehlman’s district. 
Would you give your figures on my district ? 

General McNamara. Mr. Holifield, I gave comment that is on the 
top of the page here, and there was no attempt to do that. 

Mr. Houtrrecp. The First Army, I understand, is located in Mr. 
Riehlman’s district, and I would not want to accuse you of doing an 
extra good job up there, just because he was after you fellows last year. 

General McNamara. I might have been a little biased, because the 
First Army also was my love overseas, as I served with them during 
the war, so, as First Army quartermaster, maybe I reached for that; 
J am not sure. 

In the Sixth Army under usable, Mr. Chairman, we show a $3.1 
million acquisition cost, and a $213,000 return in fiscal year 1954, for 
an average of 6.9 percent, and in fiscal year 1955 there is an upping, 
there is a $4.8 million acquisition cost versus $417,000 return, or an 8.5 
percent, so there is an uppage in that particular area also. 

Mr. Houirrevp. He was the chairman then, and I am the chairman 
now. I will expect better figures from you in the future on my district. 

General McNamara. Well, with the cooperation of the bidders in 
that area, I am sure I will give them to you, Mr. Chairman. 

Well, I have similar records here all through this. And I want to 
assure you that things that are constructive and helpful toward im- 
proving this merchandising are welcome. 

Now, I may bite a bit on some of the things like this morning. It 
is not because I am reluctant to accept comment from anyone. I don’t 
care who he is, as long as we are proceeding down the road toward 
the disposal of this. 

On the particular papers this morning, there was no attempt to 
say anything other than the fact that we are all members of the 
same team. We happen in our end to be headed up by GSA, and 
we are doing the physical plugging out there in the field, and once 
in a while it irks to find a couple of little comments coming in on 
vou. 

' But there hasn’t been any attempt on our part to separate these 95 
papers into what belongs to us and what doesn’t, whether it is engineer 
civil works, over which I have no control, nor to dig behind the com- 
ments. I am going to take them as he gave them. And I also ask 
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them to continue to do this, too. I hope they do anything that will 
help us. 

Mr, Houirievp. I think you have shown the right spirit, General. 
The committee appreciates your interest in it, and your desire to 
continue to improve. 

General McNamara. One thing Mr. Riehlman mentioned that [ 
take a great deal of satisfaction in reporting. 

We mentioned an individual this morning, Mr. Kaster, who was 
seen by members of the previous subcommittee actually at work. 
He has been recognized by industry, that is the people that buy, as 
being a great protector of Government, and if I may, I would like to 
read an excerpt of a letter that was sent to Mr. Kaster from a mem- 
ber in the adinatey that buys, just to support the fact that the pat 
on the back that he got was well deserved. 

This is a copy of a letter from the Crist Warehouse Distributors 
of Hartford City, Ind., and was submitted to the property disposal 
officer at Jeffersonville. I will read excerpts from it: 


DEAR Mr. KASTER: Frankly, you fellows should have a medal. You are doing 
a darn nice job for the taxpayer, and we have enjoyed the personal pleasure 
of meeting and talking with you. However, the prices you get for some of 
this merchandise are so out of line with wholesale values that it is impossible 
for us to make any further bids. I wish I could find some buyers like you 
have lined up. 


Then he says some other things, and down here he says: 


Please send me my gold-plated cart as soon as possible, plus my deposit. 


The return of the deposit is a normal request. And also there are 
other letters that came in. We had one from Barber Green, I believe, 
in Columbus that might be of interest to you. Barber Green, a firm 
that has been active in bidding on some of our merchandise. 

Mr. Hoxirteip. You see, some of these people that bid on this mer- 
chandise, they want naturally to get it for nothing; and when they do 
run into a good man that is operating and watching out for the Gov- 
ernment’s interest, why, frequently it must be a disappointing ex- 
perience for them. 

(ieneral McNamara. It could be. 

Mr. Hortrieip. They resent having to pay 10 percent, when they 
have been accustomed to buying it for 5. 

(Diseussion off the record.) — 

General McNamara. Mr, F. J. Merrill, of Barber Green Co., wrote 
this letter to Mr. Bielman. While I am not-sure that the members 
have visited the Columbus General Depot, he also is a splendid in- 
dividual in this property disposal field. Here is the comment. It 
says: 


The sale itself was very well organized and efficiently operated, and we think 
you should be particularly proud of the organization and advance information 


Which was circulated to the prospective bidders. 
Incidentally, and I don’t comment derogatorily on it, that same 


type of information we appended to one of our invitations to bid, and 
happens to be the basis for one of the comments that got us knocked 
aown, 


_ But it was an attempt on our part to give more information out there 
in the field of the bidders. They are entitled to it. We put plenty of 
restricting factors on them. 
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Mr. Houirtreip. If they see something properly described, it arouses 
their interest and they will come to the sale in many instances and 
inspect the merchandise. 

If it doesn’t attract their attention, which is of course the primary 
reason for all advertising, is to attract the attention and interest of 
people, why of course they don’t come to the sale, and you are thereby 
denied another bidder ; so I think your attempt to improve your adver- 
tising and clarify your offerings is certainly justifiable. 

General McNamara. In addition, Mr. Chairman, in order that there 
may be a payday for these individuals that are called on to do this 
extra work, we got into the field that we discussed a long time ago on 
promotion. 

And I can tell you now that the average civilian property disposal 
officer in the Department of the Army is a GS-8, with a two ingrade 
raise, and $4,870 average annual salary. A year ago the average was 
grade 7 with a one ingrade raise, and a $4,205 annual salary. 

Now we have here a statement, yes, here it is, approximately 30 per- 
cent of the Army property disposal personnel have been promoted 
since your report, Mr. Riehlman. 

For instance, as I mentioned earlier, the property disposal officer 
at the Jeffersonville Depot, Quartermaster Depot, is a GS-11. That 
is Mr. Kaster. 

Mr. Rreniman. He is worth it. 

General McNamara. He was a GS-9 when you visited there. 

One more thing I forgot to mention, that we have in our courses in 
the technical schools increased the activity in instruction on the matter 
of excess property and property disposal, so in effect our merchandis- 
ing has started with the field where the stuff is located through the 
education of people, and we have shown them where they can be 
promoted. 

We have improved some of the work here. We have got pictures of 
the various front pages of our invitation for bids. I haven’t asked 
Major Sullinger how much it is costing me for some of these two-color 
things yet, but we have gone into the improvement of these various 
opening pages in an attempt to help the bidder and also to get a better 
return to the Government. 

And based on these few things that I have mentioned here, I submit 
that we have merchandised a bit since Mr. Riehlman’s initial com- 
ments which were forthright and I am sure correct. 

Also they were extremely constructive because it generated an 
activity in this field that perhaps would not have been generated had 
these comments not been made. And I am sure that for the Depart- 
ment of the Army and certainly the Department of Defense, that great 
thanks should be given to committees that do things like this for us. 

Mr. Hourrrerp. Well, this type of work isn’t very sensational, 
and we give many hours of our time to it when we are needed in our 
offices, and many times we have to work ourselves afterward be- 
cause we are here doing this work. 

But we are interested in it from the standpoint of getting some: 
thing constructive done, and, of course, we are glad to see whel 
you can report percentages as you reported them today in certail 
classes, that you have 50 or 100 percent increase in return. 

Now, I must call your attention, however, to Mr. Riehlman’s re- 
port again, page 36, where it shows total sales of $364 million and 
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proceeds of $26,500,000, a recovery which gives a total of 7 percent. 
Now, this was in 1953. 

I assume that that is an average because it is made up of a com- 
bination of 13 percent on replacement property and usable prop- 
erty, 7 percent return on salvage property, and 4 percent on scrap, 
and that 7 percent in 1953 compares, if I am using the right figures, 
with 6 percent average return, not average but return, on similar 
type of property, if I correctly interpreted your testimony, because 
I see that it is sold or exchange property of $133 million; and I have 
sold $357 million; salvage, $270 million; scrap, $451 million; or 
$1,212 million, which is the figure you gave me. 

General McNamara. As it shows, 6 percent. 

Mr. Hoxtrretp. It shows 6 percent. So that is 1 percent less than 
the same type of property that you gave on a similar table in fiscal 
year 1953. 

I will say, to further clarify it, that you have an item of $27 mil- 
lion in replacement property as against $264 million scrap, where 
in this instance you have $133 million in sold or exchanged, replace- 
ments, as against the figure of $451 million. 

In one instance, in this instance, it is about a third, which should 
have brought your returns up a little bit, where in the other instance 
it is 10 percent. 

General McNamara. Mr. Chairman, not necessarily so, if I may 
comment to the point. 

It is kind of like a bottle of milk that is not homogenized. You 
scrape the butterfat off the top, and you just don’t have what you 
had before to sell. We have gotten rid of over $1.6 billion since those 
figures were initially quoted. 

Mr. Batway. Is it going up some more, the rate? 

General McNamara. Oh, Mr. Balwan, I am afraid I have to say 
yes. I think that we have a problem ahead of us for another 2 
years, as far as I can see. 

Mr. Houirretp. Of increased surplus? 

General McNamara. Yes, sir. As long as they continue to close 
these theaters of war, and I am for that, there will be generated 
scrap and surplus property, and much of it we can ill afford to ship 
home, even though the condition might be good. It would cost more 
to ship it home than to buy it new here. So I think my answer 
would be yes, there would be. 

Mr. Houirretp. Would you give me again a breakdown there, the 
percentage of return that you got on the $133 million item? 

General McNamara. That would be the 10-month period. Here 
is the page from which I was quoting. 

; Mr. Houtrretp. Will you please point out to me, is this the return 
1ere ¢ 

General McNamara. This is the acquisition cost in column No. 2 
there, and the proceeds received in column No. 3, and the acquisi- 
tion value received is the percentage here. 

_ Mr. Horrrretp. How does that compare to these figures here? Is 
it a little less? 

_ General McNamara. This is sale and exchange and should be so 
identified. 

Mr. Hontrrerp. And that shows a 13-percent return in 1953. 
You show 12.1. What is this? 
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General McNamara. That merely means that this can’t be claimed 
as true excess or surplus property because it is that trade-in type 
that you mentioned earlier. 

(Diseussion off the record.) 

General McNamara. Those figures, Mr. Chairman, would indicate 
that the market had sloughed, because both the good things and the 
old things all went downhill, so apparently there has been a fall. 

Mr. Houtrievp. Or the grade of things offered were older, possibly. 

General McNamara. Yes. At least it is the same sloughing in all 
of the classifications that we have checked. 

Mr. Houirteip. It would either indicate that or indicate that your 
operation isn’t as good. 

General McNamara. That is correct. 

Mr. Houirieitp. Of course, we can’t judge as to that. 

General McNamara. Well, I am a great judge of that, Mr. Chair- 
man, because I visit an activity once a week and have for 214 years 
gone out. 

During this period I have covered Japan and Alaska and Europe 
and I have traveled 2 days a week and have for 214 years, going to 
what was then 73 depots. 

[ have not yet hit many posts, camps, and stations, but I have caught 
a lot of places, so I speak quite freely about being a man that can talk 
with some interests to these people running the property disposal 
activity. 

Mrs. Grirriras. Mr. Chairman, I want to ask this: Does your per- 
sonnel remain the same, General ¢ 

General McNamara. We have turnovers in personnel, but in the 

civilian activity we have less than we have in the military. 

Now that was recognized also some year or so ago, and I point now, 
and Carl, correct me on this, the Second Army Area, we have taken 
all military people out of disposal and have only civilians in Second 
Army Area. 

The reason for that is because the military are rapidly rotating | 
the various countries that they have to go to. 

Mrs. Grirrirus. About what is the turnover of the civilian p 
sonnel ¢ 

General McNamara. Could you answer that, Major eee a ’ 

Major Suuiincer. I would say it is less than 5 percent per y 

General McNamara. I just don’t have an opinion on that myself 
| know that it is less——— 

Mr. Houirrevp. If it is less than 5 percent, that is pretty good. 

Major Sutiincer. It is less than 5 percent. 

Mr. Houtrrevp. I think it is more than that in most industries. 

Major SuLLINGER. Very, very small. 

Mr. Howirrevp. I would say it would seem like to me you are mov- 
ing in the right direction if you are moving toward having personne! 
in “charge that are not subject to rotation, and I g: ather ed from your 
previous testimony that you are upgrading them in terms of salary 
and giving them an opportunity for promotion. It would seem like 
to me that you are moving in the direction of a more efficient operation. 

Mrs. Grirrirus. I would like to say I think that that is still a very 
modest salary for people who are dealing with men that are dealing 
in millions. I think you have achieved obviously esprit de corps, but 





aimed 
1 type 


dicate 
nd the 
l. 
ssibly. 
in all 


t your 


Chair- 


» years 


Curope 
ing to 


caught 
an talk 
isposal 


ar per- 
in the 


it now, 
» taken 
Second 


ting in 


in per- 


‘e mov- 
rsonnel 
m your 

salary 
em like 
ration. 
| a very 
dealing 
“ps, but 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 583 


I think that these people should have some realization that the Con- 
evess really appreciates it and the taxpayers certainly should, as to 
the fact that they are making a real attempt to get back the money, 
and I think one of the ways of showing it is for them to be well paid. 

Mr. Howitrietp. Well, it is just like Mr. Riehlman said, and I cer- 
tainly agree with Mrs. Griffiths, this man that did this outstanding 
job is certainly worth the grade 11, and where they are dealing with 
hundreds of millions of-dollars’ worth of property, we have ‘got to 
expect to pay for serv ices like that, and when we do get it, I think it 
is a real economy of Government to be sure that you have got good 
men that stay permanently in these jobs. 

Mr. Rieutman. Mr. Chairman, I am sure that the general, Mr. 
Balwan—and I don’t think there is any other member of the committee 
present today that was with us on this inspection tour, but we were 
terribly perturbed about the personnel, the grade and, secondly, which 
I see today there is some grade improvement in, that is the space allo- 
cated for those men to work in, which no one could be inspired to do 
any kind of a job under the conditions which many of them were work- 
ing, and we wrote quite a strong recommendation, you will remember. 
You approved it, Chet. 

(Discussion off the record.) 

Mr. Hortrretp. On the record, please. 

(reneral McNamara. I would like to say one more thing on the price 
that was obtained because of pictures, and I would like Major Sullinger 
to read some of the returns we got because of the fact we appended 
to one of these invitation for bids, in an attempt to merchandise better, 
a picture of the items that we were going to dispose of. 

Now, we deliberately sold that item without a picture before that 
on another invitation for bid, and I would hke to have him quote 
those two prices. Do vou have pictures here of the item / 

Major SULLiNGer. Yes: the item is pictured down here. 

General McNamara. This isa picture of the item that was appended 
toan invitation for bid. Now, if you will be kind enough to read that, 
Carl. 

Major SuLLincer. One direct result of the Army’s improvement of 
its merchandising is use of pictures in the invitation to bid, which 
you have seen in the copies there. The idea was tried out at Richmond 
(Quartermaster Depot, where it is now standard practice at that instal- 
lation. 

Other disposal activities within the Department of the Army are 
using this method, and that is based, of course, upon availability of 
equipment to do it. 

_At Richmond a test run was made. Item No. 14 of invitation to 
bid 55-2, described as a vest canvas with pocket emergency-type 
(—L used unit, cost $4. 

To encourage small bidders, bids were accepted on any quantity. 
The highest bid was $1.35 and the entire lot brought an average of 
$1.16. 

The same item was offered a month later as item 49 on invitation 
hid 55-5, but this time a picture was included, and that is the picture 
right there. Results were substantially better. 

The high bid was $5.08 and the average was $4.69. The net increase, 
which we think is due to the inclusion of a picture was $3.53 each, 
ova total increase of $7,617.74 on the 2,158 vests sold. 


64721—56 38 
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Mr. Houirrevp. How many were sold on the first offering? Do you 
have that, in other words? Did the quantity have anything to do 
with it? 

Major Sutiincer. I have both invitations to bid. 

Mr. Houirievp. That is an amazing difference. 

Major Suuuineer. That is right, sir. 

Mr. Houirtevp. I might say if this is the criterion to go by, why, 
you had better go in the picture business. 

I want to compliment you on using a normal method of merchandis- 
ing which has been in existence in the United States for many years 
in newspaper advertising, department stores with pictures of the 
articles to be sold. 

Major SuLiinerr. Twenty-seven, sir, were offered without the pic- 
ture. 

Mr. Houtrretp. Twenty-seven / 

Major Suuiineer. That’s right. 

Mr. Houirrevp. And 2,000 were ? 

Major Sutuincer. That’s right, sir. 

Mr. Houirietp. Certainly not a comparable Jot. 

Major Sutirncer. No, not a comparable lot, sir, but as a testing. 

Mr. Houirrevp. Have you tested on any other items ? 

Major Sutiincer. That is the only item that I have any information 
on, that is, specific information. We know that the price in every 
case has shown an increase; having specific information to answer that, 
I do not have. 

Mr. Houirretp. Of course, you can’t put the picture of every item 
itself, but where you do have a great quantity of items, it would seem 
that anything you would do to bring to the prospective buyer a better 
idea of what you are offering would be justified. 

Major Sutuineer. That’s right, sir. 

Mr. Chairman, purchasers have indicated to us that it is a benelit 
to them. 

Mrs. Grirrirus. Does it attract more purchasers, is that the reasou 
you got a better price ? 

Major Suxiincer. Yes, that would be a part of it. 

General McNamara. Now, in continuance, Mr. Chairman, and 
then I think I will have used that time that you graciously gave 
me with your opening comment this afternoon, we are not satisfied 
with the standard form that is being used, and there is activity going 
on now to review that form. 

All agencies are participating in that. We have had our meeting 
and I believe we are scheduled for a meeting with GSA. 

Major Sutiincer. We have had it. 

General McNamara. Have had it with GSA, and out of this should 
come an improved form that at least will perhaps offset some of thes 
es which I admit were good; in other cases I admit were not 
good. 

But I think that the meat of the comments will be there, and that 
constructively this would have served a purpose, and so that was the 
basis that I wanted GSA to make another survey when they ean [ind 


time with their personnel to check to see if improvement of the for 
has been noted. 
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Mr. Horirterp. We hope that GSA will continue its interest, and 
that — make some field checks as well as paper checks in Wash- 
ington, because we feel that that will add to their ability to evaluate. 
We are glad to have this expression on your part of cooperation with 
GSA in this activity. 

We have one matter which I will ask Mr. Balwan to bring up now. 

Mr. Batwan. General Services Administration notified you on 
April 28, 1955—they wrote to Mr. Spencer, of the Disposal Division 
of OSD, it is not directed to the Army—but we want to ask you 
whether this has reached you and what your reaction to such a propo- 
sition might be. The letter says: 

As you know, we have been examining the several ways and means available 
for bettering recovery from sales of surplus. We have given special considera- 
tion to such things as electronic and aircraft components and parts. 

The channels of specialized distribution which are available in these fields 
are potential avenues for better distribution and higher recovery from the sale 
of these types of surplus. It should be possible to profit from past experience 
and produce a sales plan that would be of definite benefit to the Government. 

In fact, a very tentative draft of such a plan has been developed as a starting 
point for discussion purposes. 

However, no serious discussion or consideration of this or any other alterna- 
tive plan could very well be undertaken without having fairly reliable forecasts 
of future quantities by locations. 

Do you think it would be feasible to develop dollar volume estimates by 
selected groups and classes of electronic and of aircraft components and parts 
to be generated as surplus within the next year or so? If so, I think we should 
discuss some plans along this line. 

I shall appreciate your comments and will adjust our time to meet your con- 
venience for getting together. 

Very truly yours, 
(Signed) JoHN THOMAS. 

Are you familiar with this letter? Has it been passed on to the 
Army ¢ 

Mr. Hoxrrievp. It is signed by Mr. Thomas of General Services. 

_ General McNamara. I personally haven’t seen it. I know of activ- 
ity that has been going on in the Department of Defense level. At the 
Advisory Board I believe Mr. Chaplin, the vice president and gen- 
eral manager of Fairchild Engine Division, of Farmingdale, Long 
Island, is heading up a committee that is seeking to face this type of 
comment. 

I don’t know what their schedule of return on this might be, nor 
do I know how hard he is working at it in his civilian activity. 

Mr. Batwan. We wanted to find out if it had reached your level. 

General McNamara. It may have reached it while I was gone, Mr. 
Balwan, because I have taken an approach to the administrative end 
that I am going to visit the outfits so I know what they look like, and 
the paper work can flow in and the experts can keep that rolling, and 
we will join up together some day. 

But I myself have not seen this paper. 

Mr. Batwan. The subeommittee has discussed with the Navy and 
with the Air Force the proposition of planning a better way to sell 
specialized products. You have, I think, a particular problem in your 
electronics field with your Signal Corps materials. I think’ Mr. 

Thomas was referring here to an industry-agent type of disposal] 
method. 

Is that correct ? 
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Mr. Wini1Am THomas. That is what we had in mind. 

Mr. Hottrrecp. Have you heard from the Defense Departinent? 

Mr. Tuomas. No, we haven’t heard from them yet. I think they 
have had a little difficulty in tracing the letter down. I have sent 
extra copies to them. 

General McNamara. They must have received it, or Mr. Chaplin 
would not be working on that, unless they brought it up themselves. 

Mr. Hottrretp. Mr. Sundstrom, you are with that office of the De- 
partment of Defense. Can you give us information on that? 


STATEMENT OF JOHN W. SUNDSTROM, CHIEF, DISPOSAL DIVISION, 
OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, SUPPLY 
AND LOGISTICS 


Mr. Sunpstrom. Yes, sir. I am John W. Sundstrom, Chief, Dis- 
posal Division, Office of the Assistant Secretary of Defense, Supply 
and Logistics. 

I received from Mr. Thomas a copy of the letter that apparently 
was missing. I think the problem was that it was perhaps mislaid or 
sent somewhere else. In any case, this is a problem, as the general 
has pointed out, that the Joint Industry Advisory Committee has 
been working on both as a group, and the task force headed by Mr. 
Chaplin. 

At the staff level in the Office of the Secretary of Defense we have 
been doing considerable work, particularly in the aeronautical spare 
parts area with regard to the feasibility and desirability of trying the 
industry-agent concept in that area. 

We have selected that area because it seemed to have special appli- 
cation ; we selected that area because in the foreseeable future, through 
obsolescence, we anticipate that we will continue to have large genera- 
tions of spare parts. 

In other words, that appears to us to be one of our special-problem 
areas. 

Our informal discussions have led us to believe that this concept 
or sales method may well have application to other areas where we 
have large generations of spare parts, and in such fields as electronics, 
as mentioned in the GSA letter. 

Now that we have a copy of the letter, I know that it probably 
belongs with us. Unfortunately, I was out on a field visit at the time 
it was received, and consequently didn’t know about it. 

As in the past we will be working cooperatively with GSA on a 
service team, OSD basis, in the development of this concept. We are 
fully cognizant of the Hoover recommendations along this line, and we 
are most eager to give it every opportunity for trial. 

Mr. Hourrrevp. Thank you, Mr. Sundstrom. 

Mr. Batwan. Has the Department of the Army considered this 
method at all among the many methods that they have used? 

General McNamara. It isn’t a new subject, Mr. Balwan. Even 
yesterday when I spoke at the University of Kansas in the business 
management course there, that question was brought up by Professor 
Lewis, who was formerly a member of the Munitions Board. 

It is something that has been toyed with for some time. Therefore. 
in answer to your question, it has been considered by the Department 
of the Army. 
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The results are equally as visible that nothing has happened in that 
field as yet. I would agree that it is one that could well, perhaps, 
return results. It is almost a basic type of thing like we were seek- 
ing in that booklet. 

Mr. Batwan. The auction method is one which you had doubts 
about, that you experimented with ? 

General McNamara. Yes, sir. There are a lot of others I have 
some doubts about. But I have gotten away from the weaning stage 
on some of these, and now when shown some facts I move a little 
faster than those days, Mr. Balwan. 

Mr. Rrentman. Mr. Chairman, I would like to make a brief state- 
ment, because I have to get away from the committee. I would like 
to direct it to the inspiring and fiery general across the table from 
me here who has talked quite a bit today about the committee report 
that you are a member of, and others, and the accomplishments that 
liave been made, and the interest they have taken in it. 

I would like to say in response to that that I thoroughly am 
pleased with the attitude that the general has taken with respect to 
the recommendations that have been passed on. I certainly feel that 
his last statement here bears that out, that although he had some 
doubts and questions in his mind as to some of the recommenda- 
tions, in the first instance after thorough consideration he has seen 
that some changes can be made and the limitations can be accepted, 
and he has moved toward doing it. 

[ think if the enthusiasm that he has displayed here today in call- 
ing to the attention of this committee what he has sponsored within 
his own office can penetrate down through the field to the men who 
are going to carry out this program, I expect, Mr. Chairman, when 
you call them back here 6 months from now that we will see a tre- 
mendous movement forward, and progress being made in that field 
of activity. I say that seriously, because I feel if the inspiration 
that he is lending to it and the desire and the zeal that he has to try 
to do a good job gets down to the level where it has to be carried out 
that greater progress is going to be made. 

[ also want to say in closing that I feel that the attitude you have 
shown toward what General Services has done in calling to your 
attention all the things that they have suggested, although you may 
not agree with all of them, is very cooperative, and I appreciate it, and 
I think the committee does. 

You may not agree with all of those things, but you would agree 
that some good has come from their getting into this field of activity. 
| can only concur in what the chairman had to say some time ago, 
that this committee has no interest in trying to pick on anyone. 

When I was chairman of the subcommittee and Mr. Holifield was 
i ranking member on the side, we always concurred on this, we wanted 
to do constructive things, and when we called to your attention prob- 
lems that we thought needed attention, we were trying to be helpful 
and not just trying to crucify someone in the services. 

I will conelude with this question: What has happened to the sale 
of the forklift truck? 

General McNamara. That doesn’t sound like a concluding remark. 

Mr. Hotirmvp. It sounds like a delayed time bomb to me. 
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General McNamara. Well, just by chance, I have some figures here 
on the status of the sales of the forklift truck that I assume was 
the subject of discussion the last few days when I was out of town. 

Mr. RrexsuMan. It was brought up with me. 

Mr. Bauwan. The staff called up. 

These are the forklift trucks which the Navy bought from the Army 
on a single service procurement order. The Navy has reported that 
it has sold all of its—it has sold 264 of its 265 trucks. We don’t 
— what the Army has done with the trucks that the Navy delivered 
to them. 

General McNamara. Well, of the quantity procured for us, 623, 
600 of those were sold to date. 

I have other data here on percent realized from sale, if that is of 
interest. 

Mr. Houtrretp. We would like to have that. 

General McNamara. Of the total 623 that were sold, they were sold 
for the acquisition cost of the 623, which was $1,902,487—excuse me— 
that was of the amount sold, that is 600, not 623. The dollar return 
from that sale was $502,560, for a percentage of 26.4. 

Mr. Rreuiman. You didn’t sell quite as many. 

General McNamara. We may be using ours harder, I don’t know. 

Mr. Houirrecp. Were these all marked “dangerous” if used for the 
purpose originally contemplated ? 

General McNamara. Mr, Chairman, I am not familiar with these 
vehicles, but there was some condition on this particular type of fork- 
lift truck that created, I am sure, an awareness on the part of the driver 
that he would be alert at all times. 

Mr. Ho.irievp. One of those conditions was that he should wear 
asbestos pants, because the exhaust pipe was coiled comfortably under 
his seat, [ think, or adjacent there. 

Mr. Rieuitman. That is right. May we go off the record just a 
second ? 

Mr. Ho.irtevp. Off the record. 

(Discussion off the record.) 

Mr. Ho.irrevp. Back on the record. Mr. Balwan has a few 
questions. 

Mr. Batwan. Have you provided a statement to the committee along 
the lines that we su peste in our letter on the implementation of the 
recommendations of the sixth intermediate report ¢ 

General McNamara. That would bethe Riehlman subcommittee 
report on it. I don’t believe—— 

Mr. Batwan. I said, the staff will need this in preparing a report, 
and we have gone on rather informally this afternoon, the other serv- 
ices have been a little more formal, if you don’t have it you could pro- 
vide it for the subcommittee ? 

General McNamara. Yes, indeed. 

I have a copy here of a comment we made immediately after the sixth 
intermediate report was made. 

Mr. Houtrtetp. We would like for you to bring it up to date. 

General McNamara. Fine. We will bring it up to date and submit 
it to you. 

Could I ask that it not be under the usual rules for the record, 
which only gives me 12 hours? I would like to get into it a little 
deeper gathering of data than that, if that is permitted. 
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(Revised Department of the Army comments follow :) 


DEPARTMENT OF THE ARMY COMMENTS ON THE SIXTH INTERMEDIATE REPORT OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS: House Report No. 1196: Surpius 
MruiraRyY PRopertTY, Part I, Fespruary 9, 1954 


Revised as of August 1, 1955 


1. In the latter part of 1952, the Department of the Army recognized that it 
was necessary to give increased impetus to the determination and disposal of 
excess, foreign excess, and surplus personal property. Steps were taken im- 
mediately to assay then-existing policies and procedures with the view of cor- 
recting any deficiencies, and to formulate and launch a judicious but effective 
and dynamic program. Some of the significant actions taken, and results ob- 
tained to date, are described below. It should be pointed out that in addition 
to the actions described below, the Department of the Army participated in many 
constructive actions which were taken by the Office of the Secretary of Defense 
to speed up the redistribution of excess and the disposal of foreign excess and 
surplus property. 

2. Currently, the Department of the Army is taking an active part in Opera- 
tion Clean-Sweep, a coordinated Department of Defense program for effecting 
the quick and efficient determination of excess military supplies and equipment 
and the disposal of surpluses. In this connection, the Department of the Army 
submitted to the Secretary of Defense a study of appropriate incentive measures 
which might be used to expedite identification, screening, and disposition of 
excess personal property throughout the Department of Defense. The Depart- 
ment of the Navy and the Department of the Air Force participated in this 
study. In addition, the Army furnished collaborative advice and assistance 
to the Department of the Air Force in connection with the development of a 
Department of Defense training and educational program, and assisted the 
Department of the Navy in the formulation of recommendations to the Secre- 
tary of Defense regarding changes which should be made in the organization, 
policies, and procedures of the Department of Defense screening agency. 

3. Early in the development of its program the Department of the Army en- 
gaged, as a civilian consultant, a highly successful businessman whose back- 
ground included broad experience with private industry in the fields of whole- 
sale and retail merchandising. His background also included extensive experi- 
ence in the disposal of war surpluses as an official of the War Assets Admin- 
istration during the period immediately following the end of World War ITI. 
For over a year, until his death in 1953, this man devoted all of his attention to 
this problem. As a part of his activities, he studied procedures and he recom- 
mended actions designed to remove bottlenecks and to streamline operations. 
During his many field trips he inspected disposal activities at installations and 
he consulted with and advised supervisory and operating personnel at the 
installations. 

4. Also, early in the development of its program, the Department of the Army 
assigned to the General Staff an officer whose background included several years 
experience with the Foreign Liquidation Commission in the disposal of surpluses 
after World War II. By virtue of the position which he occupies, this officer 
participates in the development of policies and procedures governing the screen- 
ing and disposal of excess and surplus personal property. 

0. Action was also taken to obtain merchandising guidance from the best indi- 
viduals available in this field. To achieve this goal, the three military services, 
the Office of the Secretary of Defense, and the General Services Administration 
established the Joint Department of Defense—General Services Administration 
Industry Advisory Committee on Disposal of Surplus Personal Property. This 
committee was comprised of the following men: 

Max F. Balcom, director-consultant, Sylvania Electrical Products, Inc., 1740 

Broadway, New York 19, N. Y. 

“Gul Bingham, presient, R. H. Macy & Co., Heral Square, New York 
ay 5. veo ee 

George F. Chapline, vice president and general manager, Fairchild Bngine 

z Division, Farmingdale, Long Island, N. Y. 

George Gagel, president, Machinery & Supply Co., Inc., 2000 Walnut Street, 

Kansas City 8, Mo. 

L, D. Greene, 803 Prospect Avenue, Bethlehem, Pa. 
Carl Kresl, 721 South Wilson Lane, Hinsdale, Il. 
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Herbert P. Ladds, president, the National Screw & Manufacturing Co., 2440 East 
75th Street, Cleveland 4, Ohio; alternate, D. D. Greenshields, executive vice 
president 

James L. Palmer, president, Marshall Field & Co., 25 East Washington Street, 
Chicago 2, Ill. ; alternate, Earl Kribbean, vice president 

W. R. Stephens, president, W. R. Stephens Co., 25 South 10th Street, Minneapolis, 
Minn. 

John F, Thurston, Thompson Products, Inc., 2196 Clarkwood Road, Cleveland 3, 
Ohio 
6. By May of 1953, although the new program was not yet well organized and 

integrated, it became apparent that the increased emphasis being placed on the 

disposal of surpluses might soon result in backlogs of materiel awaiting disposal. 

Management surveys were initiated to evaluate workloads and assignment of 

personnel spaces. Based on results of the surveys, readjustment of personnel 

spaces was effected to provide for an increase in personnel assigned to disposal 
activities, and the spaces were filled. Subsequent events proved that this action 
was timely. During the first 6 months of 1953, the average monthly value (at 
acquisition cost) of redistributions and disposals was approximately $19 million. 

For the next 6 months this figure increased to approximately $41 million—an 

increase of more than 100 percent. This trend continued and by fiscal year 1955 

the monthly average was $171.7 million. 
7. By June of 1953, the technical services had completed analyses which pro- 

vided the means for estimating the scope of the problem. Based upon data fur- 
nished by the various technical services, it was estimated that during the period 

July 1, 1953, through November 30, 1955, the Army would dispose of a total of 

approximately $2.1 billion, at acquisition cost, worth of excess and surplus 

property. This amount includes not only excess and surplus property on hand as 
of the beginning of the period, but also includes excess and surplus property 
expected to be generated during the 27-month period. Disposition of this prop- 
erty includes redistributions within the Army (for example, property excess to Ar 
the needs of one technical service but required by another technical service) ; of 


destruction or abandonment, as in the case of certain types of ammunition and tiv 
gases; transfers to other military departments or Government agencies, includ- na 
ing the national stockpile; donations to authorized recipients; and sales of scrap Ch 
and salvage, as Well as sales of usable items. In fiscal year 1955 it was deter- We 


mined that this estimate should be increased approximately $1 billion. ane 

8. With respect to current operations, since the inception of the time-phase att 
program described above a total of approximately $3.3 billion worth of property 195 
has been declared excess, and approximately $3.2 billion worth of property has lev 


been disposed of physically. Allowing for a reasonable, normal timelag between per 
declarations and disposals, it would appear that the current rate of disposals Of 


is proportional to the current rate of declarations. The Department of the Arm) per 
will maintain close surveillance over inventories of excess and surplus materia! the 
awaiting disposal, with the view of taking timely action, as appropriate, to l 
preclude the accumulation of a significant backlog. con 

9. In order to accomplish disposal of the estimated amount of excess and con 
surplus in an orderly but expeditious manner, an integrated, time-phased pro- son 


gram was inaugurated by the Army in July 1953. This program calls for the Ser 


accomplishment of two main objectives. The first main objective provides for 
the progressive declaration of excess property. The second main objective pro- 
vides for the progressive physical disposal of such property. 

10. A target date for the accomplishment of each main objective has been 
established, and each main objective is broken down into intermediate objectives, 
with a target date set for the accomplishment of each intermediate objective. 
The program is controlled by top managers by means of specially designed con 
trol charts which contain statements of the objectives; target dates; and spaces 
for reports of accomplishment. As reports of accomplishment with respect to 
each objective are received, such reports are entered on the control charts. 

11. With respect to the declaration of excesses, the fiscal year 1954 and fiscal 
year 1955 programs called for $8.3 billion (acquisition cost) worth of prop- 
erty te be declared excess by July 1, 1955. Actual declarations as of that date 
amounted to approximately $3.3 billion—an accomplishment of approximate!) 
100 percent. 

12. With respect to physical disposals for the above fiscal years, the program 
called for the commands and technical services to dispose physically of $2.6 
billion (acquisition cost) worth of excess and surplus personal property )y 
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July 1, 1955. Actuai disposals as of that date amounted to $3.2 billion—an 
accomplishment of approximately 123 percent. 

13. It should be pointed out that the $3.2 billion figure represents the acquisi- 
tion cost of the property. This is important because approximately 44 percent of 
the property disposed of was scrap or salvage and its real value at time of sale 
was only a very smail fraction of its original cost. Similarly, of the items sold 
as “usable” (27 percent of the total amount), many items had seen long use. 
Approximately 21 percent was redistributed within the Army (mostly trans- 
ferred from one technical service to another) ; about 4 percent was transferred 
to other Government agencies; and another 4 percent was donated, abandoned, 
or destroyed. 

14. To provide impetus to the program described above, in its early phase 
weekly conferences were conducted by the Deputy Chief of Staff for Logistics 
with technical service representatives. These conferences, which were held in 
Washington, emphasized the importance of the program and the benefits to be 
derived from its successful accomplishment, and provided a quick and effective 
means of clarifying and insuring uniform interpretations of aims, policies, pro- 
cedures, reports, and so forth. During the same period, Deputy Chief of Staff 
for Logistics representatives visited field activities for the purpose of indoctrin- 
ating field personnel in the policies, procedures, and benefits to be derived from 
the accelerated program. 

15. In September of 1953, the excess and surplus property training course at 
Fort Lee, Va., was expanded to provide for more thorough training of personnel 
enganne in the processing of such property. In 1955 this course was revised 

gain to include an increase in the number of personnel completing the course 

each year. 

16. During 1953, approximately 86 percent of the surplus property sold by the 
Army was scrap or salvage. Because scrap and salvage sales represent such a 
large part of all sales of surplus, the Army decided to seek the advice and coopera 
tion of private industry in this field, and to provide a means of imparting, to 
Army personnel, private industry’s know-how with respect to the merchandising 
of scrap. Accordingly, arrangements were made with outstanding representa- 
tives of the scrap industry for their participation in scrap merchandising semi- 
nars with Army disposal personnel. The first of these seminars was held in 
Chicago, Ill., in September 1953 and was attended by disposal personnel from 
West Point, the Military District of Washington, and the First, Second, Third, 
and Fifth Army Areas, The seeond seminar was held in October 1953 and was 
attended by personnel from the Fourth and Sixth Army Areas. In fiscal year 
1954 this trend of scrap and salvage generation continued at a high percentage 
level. With this condition existing it was mandatory to furnish to the operating 
personnel appropriate instruction outlining merchandising guides for the disposal 
of each type of scrap handled. This publication was furnished to the operating 
personnel in 1955 as Technical Manual 754-200. This manual also incorporated 
i advice and suggestions made by industry in the seminars mentioned above. 

In December 1953 there was inaugurated by the Army a series of field 
ie rences on the screening and disposal of excess and surplus property. These 
conferences were held in each Army area and were attended by disposal per- 
sonnel located in that area by representatives of the Army Staff, the General 
Services Administration, and the Department of Health, Education, and Welfare. 
Various aspects of policies and procedures were covered, with emphasis on 
merchandising and interagency problems. These conferences were continued in 
1954 and 1955 and plans have been formulated for conferences in 1956. Experi- 
ence gained by these conferences has shown that merchandising guidance has 
been the principal accomplishment. 

18. In June 1953 the Department of the Army initiated the development of a 
Manual of Doctrine for Supply Management. This manual was completed and 
distributed in 1954. The Department of the Army uses this manual as the basis 
of a widespread educational program which has spec ially designed educational 
ind specially trained instructors. The manual covers all aspects of Army supply 
ianagement. One entire chapter is devoted to the disposal of excess and surplus 
stocks. This manual, and the educational program based upon it, provides one 
ineans of continuing education and indoctrination in this important aspect of 
aieeraves Supply management. 

As an increase in sales of usable items as surplus becomes apparent, the 
hime sought ways of reaching a larger number of potential buyers of this kind 
of surplus. As a result of these efforts, property disposal officers now regularly 
exchange lists of prospective purchasers. In addition, one of the leading mailing 
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list companies, through its research department, surveyed various commercial repc 
and industrial organizations with respect to their interest in purchasing surplus vent 
commodities. Based upon this survey, lists of potential purchasers were devel- oC" q 

T 


oped by the mailing list company. These lists are segregated by commodity and 
geographic area. They furnish the name and address of the interested com- 
panies, and the name of the purchasing official. Such lists are now being used 
by the Army to reach a greater number of potential buyers. Also, the Army is 
furnishing industry associations trade publications, and the Department of \ 
Commerce, Chicago, Ill., with information regarding surplus property being Th 
offered for sale. cost 

20. As indicated above, progress has been made in the improvement of mer- usab) 
chandising techniques and methods of reaching and attracting prospective buy- 
ers. However, the Army recognizes that further improvements can be made, 
and it is continuing its efforts to accomplish such improvements. For example, 
in February of 1953 the Department of the Army instructed field agencies to 
describe items offered on invitations for bids in terms used in the commercial 
terminology. In April of 1953, the Department of the Army directed all field 
agencies to insure that all surplus material offered for sale is properly classified 
and displayed to potential purchasers. The same directive prohibits scrap and 
waste from being offered on the same invitation with usable materiel. In 1955 the 
Army instructed field agencies to offer foreign excess and surplus property in 
salvage and usable condition by unit of measure. The exceptions to this policy 
were: 

(a) When property is in scrap condition. rotal 

(b) When total acquisition value of group of items is so low or the number Ge 
of different items so numerous and such small value as not to justidy expense of Grif 
segregating and selling by unit of measure. ie 

In this same year the Army made it mandatory that each sales offering of than 
usable property have an attractive cover sheet to attract the purchaser. Also, M 
in 1955 the Army encouraged the use of spot bid sale as an additional method heen 


for selling surplus property. of di 

21. In December 1953, the Army started to investigate and study the possible M 
use of auction sales. As a part of this study, the experience gained by the aie | 
Department of the Navy is its auction sales at Philadelphia, Pa., and Bayonne, Fore 


N. J., was considered. Two trial auction sales were scheduled by the Army. aske 
The first of these was held at the Columbus General Depot at Columbus, Ohio, was | 
in March 1954, and the second at Sharpe General Depot at Stockton, Calif, W 
in April. These sales were conducted, under contract, by prominent public . 

auctioneering firms. Publicity and merchandising techniques employed included Wer 


the advance mailing, to prospective buyers, of sales catalogs and brochures M 
containing photographs of the property to be sold and maps showing the geo- peop 
graphical locations of the depots in relation to transportation facilities; the rotat 
display of large posters announcing the auction in first class post offices through- a 
out the United States ; newspaper articles; and articles in various trade journals. Ge 
Every effort was made to provide conveniences for prospective buyers who at- will, 
tended the sales, including convient parking areas, bus service, seats, telephone M) 
facilities, marking of areas in which property was displayed, guides stationed in tome 
display areas, etc. Up to and including the present date the Army has con- - 
ducted 12 auction sales. Ge 
Mr. Houtrretp. You can have a week or so on that. » hE 
General McNamara. Fine. iL 
Mr. Batwan. We also would like to know—and that is why I asked in 
the question I did—what are the trends in the volume of surplus being Mi 
generated, the type of material being sold ? re 
Again, if you don’t have that, you can submit that. 
7 ; 14% . , bases 
General McNamara, I will submit it for the record, if I may. th; 
Actually the trend is upward. I can show it in graph form or figure CG. 
form for perusal by the staff if they would like to have it. (T 
Mr. Batwan. And again on the general trend in the percentage of 
return, I am not sure that we have comparable figures at this time, cane 
but I think as a followup study which the subcommittee is trying to ville 
do, a lot of reports come out and nothing is done about them, and the Sharp 
chairman has tried to followup, to have a program of following up J 
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reports. I think it would be helpful to the subcommittee to get a 
general trend in percentage of the materials. 

General McNamara. I will be happy to submit them for the record. 
We have them and we keep a very active control on them, trying to do 
what we can to better it. 

(The material requested follows :) 

The following tabulation reflects by fiscal year the percentage of acquisition 


cost recovered from the sale of foreign excess and surplus personal property in 
usable, salvage, and scrap condition : 





Fiscal year 


‘| 





Mr. Batwan. We talked about personnel policies, and you dis- 
cussed mostly civilian personnel. Did we cover all the problems in 
rotation ? 

General McNamara. We mentioned, because of the question of Mrs. 
Griffiths, that the question of rotation of civilian personnel was less 
than that of military. 

Mr. Houtrretp. This question was directed to military. Has there 
been any improvement in assigning your officers for a longer period 
of duty to do specific jobs of disposal ? 

Mr. Batwan. We have an example of an Air Force officer at Air 
Force Headquarters yesterday who had spent 3 years in disposal. We 
asked him how much longer he was going to stay on, and he said he 
was leaving today and going on flying duty. 

We find that frequently, a man gets his experience and he is rotated. 
We realize the problem the military has. 

Mr. Horirrecp. Actually, the 3 years was longer than many of the 
people that we checked in the past, where their tours of duty before 
rotation would be 6 months or 9 months or a year, maybe. 

General McNamara. Well, rotation of personnel in the military 
will, I am sure, continue to be active as long as we have many theaters. 

Mr. Hoxtrtevp. You are not by any chance leaving this department 
tomorrow ¢ 

General McNamara. Mr. Chairman, could I go off the record a 
moment—there is some deep feeling connected with this. 

Mr. Hoxtrtexp. Off the record, please. 

(Discussion off the record.) 

Mr. Horirtetp. Back on the record. 

Mr. Batwan. Could you provide us with the amount of rotation or 
the terms of service of your military personnel in disposal at the 
bases which the subcommittee visited, namely, Jefferson and Sharp; 
] think they are the only ones. 

General McNamara. Yes, I would be happy to, Mr. Balwan. 

(The material requested follows :) 


_ The following outlines the rotation of property disposal officers at Sharpe 
“ere Depot, Lathrop, Calif., and Jeffersonville Quartermaster Depot, Jefferson- 
ville, Ind: 
Sharpe General Depot: 

January 14, 1949 through February 9, 1950—Captain Briney 
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February 9, 1950 through August 17, 1950—Lieutenant Hull 
August 17, 1950 through September 18, 1950—Captain Phillips 
September 18, 1950 through March 14, 1951—Captain Tibbs 
March 14, 1951 through April 2, 1951—Mr. Tremain 


















April 2, 1951 through April 1, 1952—Lieutenant Dick offe 
April 1, 1952 through August 1, 1952—Lieutenant Whistler This 
August 1, 1952 through May 1, 1953—-Captain Maderia thes 
May 1, 1953 through June 2, 1953—Captain Wettack acqt 
June 2, 1953 through July 29, 1955—Capt. I. M. deGarmo 11.4 
July 30, 1953 through August 7, 1955—Mr. C. L. Ivie, acting Mar 
August 8, 1955 to present date—Capt. R. M. Chourett repe 
Jeffersonville Quartermaster Depot: obs 
1950 to present date—Mr. Joseph Kaster Ss 

i d ig 

Mr. Batwan. To see whether there is any change in how long thie aol 


r 
acti 
ont 


have been there and how long their predecessors were there? 
General McNamara. Yes. 
Mr. Hourrrevp. Did I understand you to say that there was a trend 
to put civilians in charge wherever you can so you will get continuity’ 
General McNamara. Yes, sir. 
Mr. Hourrietp. And you have done that at Jeffersonville? 
General McNamara. We have done it in the complete Second Army 
area, 
Mr. Batwan. The disposal officer is the top man? 


J 


l, 
(¢ 
tinu 


+ ; Sade the 

General McNamara. And he is a civilian. chan 
Mr. Houtrtevp. Is that method being pursued in any of the other poli 
Army areas that you know of # ane 


" ‘ . + . : 1 equi 
General McNamara. We are trying it. We haven’t done it as much , 


as we have in the Second. The Second represents quite a percent of 
our sale. That is the place where anything that is going to fail will 
fail, because there is such a heavy demand, if it is going to be good it 
will be good. 

Mr. Batwan. That may harm your program too. 

Mrs. GrirrirHs. What is the top man paid ? 

General McNamara. He is a GS-13. 

Mrs. Grirrirus. $6,000 or $7,000. 

General McNamara. I am not familiar with it, but it would be 


closer to $8,000. dow 

Mr. Bautwan. Grade 14 is $9,600, 13 is about $8,800. = 

General McNamara. I am not proselyting or recruiting, but I wil opin 
‘all attention to the fact that we have had quite some improvement the 
in our field there, and we are interested in having people that have indt 
knowledge come in and occupy the job, and within the limit that w 7 
‘an we pay for that performance. com 


Mr. Batwan. The only other question I have, Mr. Chairman, is. ofa 
do we have the Army’s comments on the General Services Admin: ‘ 
istration analysis ? 

General McNamara. Which analysis ? 

Mr. Batwan. On the sales which were done on the 95 that the) 
studied. 
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General McNamara. Yes, I have several that have been returne( in 
by the various Army area commanders. Just to show that I wasnt by | 
picking on Mr. Thomas, these were sent right out to the Army areas pro} 


for information and whatever use they were in assisting them 1 faa 
redoing their forms. . sibl 

We now have returns from many Army areas. Rather than rea: 3. 
them, we will submit them. be : 


ng they 
| 


a trend 
snuity ! 


d Army 


1e other 


as much 
reent of 
fail will 
, good it 


rould he 


it I will 
ovement 
vat have 
that we 


man, is. 
Admin- 


hat they 
returned 
I wasnt 
ny ares 
them 1! 


lan read 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 595 


(The material requested follows :) 


The Department of the Army made a representative study of the 95 sales 
offerings which were rated “poor” by the General Services Administration. 
This study furnished the buyers’ interest for 79 of the 95 sales offerings. For 
these sales offerings the sale price varied from 1.8 percent to 77.1 percent of the 
acquisition cost. The average percentage of return for these sales offerings was 
11.4 percent. The 1 sale which had a 1.8 percentage of return was made by the 
Marietta Transportation Depot. The Commanding General, Second Army, 
reported that the reason for this low percentage was the sale of spare parts for 
obsolete marine engines to the scrap market. 

Some of the deficiencies noted by the General Services Administration regard- 
ing the 95 sales offerings were correct and the Department of the Army has taken 
action to correct such deficiencies. 

The following are representative comments from the Department of the Army 
activities regarding deficiencies noted by the General Services Administration 
on these sales offerings : 



























SuspJEcT: GSA ANALYSIS OF ARMY SALES OFFERINGS 
JEFFERSONVILLE QUARTERMASTER DEPOT, JEFFERSONVILLE, IND., MAY 17, 1955 


1. Pursuant to first endorsement, the following comments are furnished : 

(a) The Jeffersonville Quartermaster Depot has constantly, and will con- 
tinue to exercise vigorous action to dispose of property as rapidly as possible, to 
the end the greatest return is realized from its sales consistent with good mer- 
chandising and marketing principles and within all the rules, regulations, and 
policies governing the disposal of property. Further, because of the high gener- 
ation rate and the wide diversification of property, this depot should not be 
equitably compared with other activities. 

(b) The guiding principle observed in the publication of sales at this depot is 
outlined in paragraph 24 (a) AR 755-7, which directs that all items will be 
offered in such reasonable quantities as to permit all bidders, small as well as 
large, to compete on equal terms. 

(c) Review of analysis and check lists attached to invitations cannot, in all 
cases, be identified specifically since invitations are marked with an X and 
might apply to any of the 24 deficiencies appearing on check list attached to invi- 
tations. Specific replies thereto cannot be made. 

(d@) Further study of check lists attached to the 8 invitations indicate that a 
total of 60 deficiencies were circled. Of this figure, 45 deficiencies comprise 
“Lack of selling know-how”; “Method of sale unwise’; “Lotting too small 
uneconomical to award” ; “Sales conditions excessive and unattractive.” Break- 
down of sales questioned indicating actions taken and sales results are enclosed 
for consideration. 

2. This depot appreciates comments and recommendations regarding salvage 
operations that can be constructively used to bring better proceeds. However, 
the present methods utilized by this depot appear to be adequate since records 
indicate that during the period December 13, 1954, to February 2, 1955, a total 
of J387 prospective bidders visited this depot for inspection of property offered 
for sale. It is further noted that the “specific invitations” referred to in basic 
communication indicate a “proceeds return” of 14 percent, which is believed to be 
of a higher percentage than the national average. 

3. In the event it is the desire of your headquarters that present methods be 
changed, it is requested that specific instructions and/or recommendations be 
forwarded. 


HEADQUARTERS FOURTH ARMY, FORT SAM HOUSTON, TEX. 


1. It appears that GSA in reviewing invitations to bid did not take into con- 
sideration conditions peculiar to individual installations or instructions issued 
by Department of the Army in AR 755-7 which governs disposition of personal 
property in Army areas. 

-. It is agreed that additional terms, conditions, and instructions are vo- 
luminous in some instances. In attempting to move property as rapidly as pos- 
sible, additional terms and conditions were written to cover all sales. 

5. Paragraph 34c, AR 755-7, specifically states that a minimum of 21 days will 
be allowed between date of the invitation and date of bid openings on sealed bid 
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sales. Prior to publication of this AR a minimum of 15 days was allowed. In. 
stallations under the jurisdiction of this headquarters for disposal of persona] 
property comply with this condition except in rare instances and then approval 
must be requested from this headquarters to shorten the period. 

4. It is the opinion of this headquarters that property disposal officers are in 
a position to determine what type of sale is best suited to obtain maximum re. 
turn for the Government. In this Army area the sealed bid sale is most com. 
monly used. 

5. Paragraph 24a, AR 755-7, states in part: “All items will be offered in such 
reasonable quantities as to permit all bidders, small as well as large, to compete 
on equal terms * * *.” It is believed that property disposal officers are in a 
position to know what size lots appeal to bidders usually patronizing their in. 
stallations. 

6. With reference to notations made on the various invitations to bid returned, 
information is furnished that, in many instances, corrective action had been 
directed by this headquarters upon receipt of the invitations. 

7. A letter is being prepared for dissemination to installations under the ju- 
risdiction of this headquarters for disposal activities regarding GSA analysis, 
Corrective action, where required, will be taken to obtain maximum return to the 
Government, and in accordance with current disposal regulations. Copies will be 
furnish your office. 


HEADQUARTERS SECOND ARMY, FORT GEORGE G. MEADE, MD. 


1. The following comments are made concerning remarks from GSA on in- 
vitations for bids listed in basic communication : 


(a) Erie Ordnance Depot, invitation No. 33-056-55-17 


(1) Awards to successful bidders were not made unless the awards were of 
sufficient amount to warrant the administrative cost of the contract. 

(2) Sales conditions listed as being excessive are those which either have 
been required by this headquarters or prior approval has been received, with the 
exception of paragraph 20, which is considered to be superfluous. It is the opin- 
ion of this headquarters that there is no objection to including storage charges 
which will accrue in the event property is moved within the authorized time. 

(3) The number of deletions was due to the 100-mile screening reyuirement for 
utilization which was a directive from Deputy Chief of Staff for Logistics and 
which the property disposal officer was following to the letter. 


(b) Fort Miles, invitation No. 07-005-S-55-3 and 4 


(1) Due to the fact that Fort Miles has avery small property disposal activity 
and is located at a considerable distance from a large market center, spot-bid 
sales at this installation are not considered feasible. These two invitations were 
the first ones issued by this activity for this type of material. There is one man 
assigned to this activity. 

(2) The manner of lotting property has been brought to the attention of the 
property disposal officer at Fort Miles. 

(3) Parts were lotted by make or manufacture in accodrance with paragraph 
24a (1), AR 755-7. 

(c) Tobyhanna Signal Depot, invitation No. 36-237-S—55-1 

(1) Lotting is in accordance with paragraph 24a, AR 755-7, which requires 
that all bidders, small as well as large, be given an opportunity to compete on 
equal terms. While the lots circled by GSA in this invitation are large, the 
following 2 or 3 lots cover the exact type of property and are progressively smalle', 
e. g., item 12 contains 100 reels of wire, electrical ; item 13 contains 27 reels of the 
same wire, and item 14 contains only 3 reels of this wire, so that small bidders 
were given an equal opportunity with large bidders to compete in the sale of this 
property. In the majority of instances, prices received for these items were 
the same for the large quantities as for the small. e 

2. The above information is being furnished to illustrate the close supervision 
being given to the preparation of invitations and the disposal program, as a whole, 
by this headquarters. - oe 

The following tabulation outlines buyers’ interest and merchandising efforts 
given to 79 sales offerings rated as ‘‘poor” by the General Services Administration: 


invitations to bid rated by GSA as ‘‘poor’’ 


sales 


of 


Data on results 
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Mr. Katwan. And will you supply us with a more complete report 
on your forklift truck service ? 

General McNamara. Yes. I have some data here. 

(The material referred to follows: ) 


DISPOSITION OF GIBSON FORKLIFT TRUCKS 


OFFICE OF THE QUARTERMASTER GENERAL, 
August 15, 1955. 


Attention: Maj. Carl O. Sullinger, Property Disposal Section, Stock Management 
Branch, Storage and Distribution Division, room 2D560, Pentagon. 


1. Reference is made to appearance of General McNamara on June 23, 1955, 
before the Subcommittee on Military Operations, House Committee on Govern- 
ment Operations, in connection with Army disposal of surplus property. Refer- 
ence is also made to figures furnished to your office on June 22, 1955, covering 
proceeds of sale of Gibson forklift trucks as of that date, which it is understood 
were desired for use in General McNamara’s testimony. 

2. The sale of the entire quantity of 623 Gibson forklift trucks has now been 
completed. There are attached hereto three copies of a summary showing the 
prices received on the sale and the percentage of recovery as compared with the 
acquisition cost, as well as breakdowns showing the price received for each 
piece of equipment. This information is furnished in compliance with para- 
graph 12 (a) of the conclusions and recommendations in the Fifth Intermediate 
Report of the House Committee on Government Operations, 83d Congress 
(H. Rept. 1051), which requested that the Military Operations Subcommittee 
be informed of the disposition of this equipment and the percentage of recovery 
realized from the sale. In this connection, attention is invited to the fact that 
in determining the percentage of recovery, catalog prices have been used as 
acquisition costs. Since these prices include a surcharge to cover transporta- 
tion and other costs, the percentage of recovery is slightly less than would have 
been the case had the contract prices been used. The total of the contract prices 
is $1,878,748.11, which, when compared with a total recovery of $521,306.74, yields 
a percentage of 27.74 percent. 

3. The Office of the Quartermaster General has no objection to the release of 
this information to the subcommittee. 
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TOTAL QUANTITY PROCURED: 132 
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Mr. Bauwan. That is all. 

Mr. Hourrrevp. Mr. Lipscomb. 

Mr. Lipscoms. General, this morning | asked about guideposts or 
tools to work with as far as personnel is concerned, and you called 
to my attention at that time this book that is being made up. 

What kind of tools does the man have that prepares the bid sheets, 
going back to those, as to how to do it; what should be included ? 

General McNamara. He has a series of regulations that are there 
and available for him. 

Mr. Liescoms. Those regulations don’t tell him not to use the word 
“new”? 

General McNamara. Major Sullinger tells me that it says specifi- 
cally don’t use the word “new.” 

Mr. Lrescoms. Do these regulations tell also how to make these bid 
sheets attractive so that they are lots and not to use pounds and all 
of those other things that don’t help sales? 

General McNamara. Specifically I can’t answer. I would have to 
seek—for instance, this page says, “Displays, inspections, bidders’ 
lists, sales to Boy Scouts, methods of sale,” and so on, and tells various 
arrangements for commercial recovery, sale of narcotics, various in- 
structions on that, those headings that I have read here, what to do 
with precious and semiprecious material, what to do with tin cans, 
lead scrap, et cetera. 

It goes into great detail. But I am sure, as I mentioned earlier 
this morning, that there is a field of improvement on this descriptive 
effort to the men that are on the receiving end. 

Mr. Lirscoms. There are so many locations, how do you get to these 
men to correct things? 

(ieneral McNamara. Through the means of the Army meetings 
here. We have those people sent to those meetings. I apparently 
neglected to say who attended. 

Mr. Liescoms. Or the number that attended ? 

General MoNamara. Yes. 

Mr. Batwan. How many bases or installations do you have on the 
continent ? 

General McNamara. That have disposal officers? All donot. And 
in many places the Navy acts for us, as on the east coast around 
Norfolk. 

Mr. Batwan. But how many do have disposal officers? 

General McNamara. One hundred and thirty-four, I believe—141. 

Mrs. GRIFFITHS. Do you dispose of anything abroad ? 

General McNamara. Yes. That is approximately 50 percent of 
our effort now. 

Mr. Horirreup. What response did you have from the foreign 
nationals in the purchase of material abroad ¢ 
_ General McNamara. Very good. We had a breakdown. I used 
it in the Appropriations Committee, I believe, broken down just for 
foreign excess, the returns on it, and it was just a little higher than 
that in the United Staes, not much. 

Now on specific usable items, yes, it gets wav out of line, and you 
get perhaps more than the acquisition cost of things in a nation that 
has been stripped of usable things at that particular time. 
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(The material requested follows :) 


The enclosed tabulation of the Department of the Army disposal of foreign 
excess and sale or exchange personal property in Oversea areas during the 
period July 1, 1954, to December 31, 1954, was submitted to Department of 
Defense Subcommittee on Appropriation, House of Representatives, in fiscal 
year 1955. 


DEPARTMENT OF THE ARMY DISPOSAL OF FOREIGN Excess PERSONAL PROPERTY 
AND SALES OF EXCHANGE PROPERTY (OVERSEA) FrRoM JULY 1, 1954, THROUGH 
DECEMBER 31, 1954 (6 MonTHS) 


During the period July 1, 1954, to December 31, 1954, the Department of the 
Army made disposition of foreign excess personal property and sale or exchange 
property amounting to $411.7 million (acquisition value). This total disposi- 
tion included redistribution within Department of Army, transfer to other 
Government agencies, donated to authorized agencies or institutions, abandoned 
or destroyed, and sold. The following listing of disposition reflect (1) type 
of action, (2) acquisition value, (3) proceeds realized, and (4) percentage: 


Disposal of foreign excess personal property and sale or exchange property 
(oversea) 
Hs ——_—_—_—— 
Acquisition | 
value 
(millions) 


Percent of ac- 
quisition value 
recovered 


Proceeds 
(millions) 
Type of action 


(2) (3) | (4) 


| 


. Redistributed within Army ; urge 
. (a) Transfers to DOD and other Government 


(1) AFFE 


Total | AFFE 





> 


agencies without reimbursement __----- Al 
(6) Transfers to DOD and other Government 
agencies with reimbursement wena 
Donated, accordance Public Law 152, 81st Cong..-- 
. Abandoned or destroyed _ __- 
Sold as sale or exchange property '! 
Sold as usable property -_-_._...-. Sdn cthtebibke <3. j 
Sold as salvage 
. Sold as scrap 
. Sold as waste or production scrap 


aw 
wo 
Oo 
_ 


Po @, 


IOS -182 


CONIM mp oe 

o8SE 

CrNe-sco. 
om oe 

CHemawoor 
Oo 


Total_ 





i) 
= 
_- 
a 
| = 
| 

i) 
ow 
oo 





| 


SUMMARY 


. Utilization within Government 91.2 66.1 . 3 | 4 

. Donations ‘ 4 0 | 0 0 0 

. Abandoned destroyed_._.___- : neta 1.8 8 0 0 | 0 0 
d .| 318.3 147.6 15.2 5.9 4.8 | 4.0 


| 














411.7| 2144.5| 156; 62/ 38| 29 
‘ 


' ! 


! Personal property sold under the provisions of sec. 201 (c), Public Law 152, 8ist Cong. This is not excess 
or surplus property. 

Mr. Howirietp. What are the recommendations we made in the 
Hoover Commission, and several of the reports such as the FOA 
report and the surplus property report, was to utilize to the greatest 
extent possible surplus property in the filling of needs in the foreign- 
aid program. Do you really work at that? 

General McNamara. I would say—and I think I am correct—you 
check me, Major Sullinger—I would say that 100 percent of the invi- 
tations to bid that came into the Navy Joint Agency are screened by 
the foreign-aid people for the type of equipment. 

Mr. Batwan. The task force found that the FOA used very little, 
and that there was very little screening overseas. 
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General McNamara. I can understand that, Mr. Balwan, very well. 
For instance, when you are closing out an area such as, for example, 
Korea, you a have to meet the movement of = personnel out 
of that theater by a certain date in order to keep the level of strength 
down to that at which it was set. 

I would believe that there would be a rapid movement from, say, 
a Korea to a Japan, or another market, to clean that field, and perhaps 
the consideration would not be as thorough as it would be here in the 
United States. 

Mr. BALWwAN. You have treaty provisions in Korea, for instance. 
We have an agreement which would prevent us from taking materials 
out that we brought in, and in Spain we have it, also. 

General McNAMAra. I am not sure that I selected a good example 
when I mentioned Korea on this, nor any other foreign country, other 
than the fact that when you are overseas and you have to do things, 
vou do them quickly. 

Mr. Howirretp. Where are some of your large disposal bases 
overseas ¢ 

General McNamara. Well, we had one in the Pusan area around 
the port. That has simmered down to a small return. We have them, 
| will say, at Orleans in France, at La Pallice, in the base area down 
there they have a disposal activity. 

There was one base section in France that had an area of 54,000 
square miles, I remember, that they covered, including Air Force 
returns—practically everywhere the property is, Mr. Chairman, you 
have a disposal office—Giessen in Germany is another; some of the 
figures come from that. 

Mr. Batwan. Leghorn? 

(ieneral McNamara. Yes; down in Italy, I remember some of the 
pertinent comments relative to some property in that area that were 
made by the visting members of the committees. 

Alaska, of course, there is a large one at Fort Richardson, and 
Okinawa. 

Mr. Howirrevp. Is that concentration in Alaska pretty well dis- 
posed of ? 

General McNamara. From the 280,000 tons, as I mentioned earlier 
this morning, to 30,000. 

Mr. Lipscoms. Is overseas where the great bulk of the 26.5 percent 
of abandoned property is? 

(reneral Sci aceon Yes. We always get it back here by going 
through lots of ammo—by “lots” I mean a model lot number—where 
age comes in there and we may have to blow up or destroy due to 
condition. We havea very active program on that, too. 

Incidentally, that had to develop itself as a result of our perusal 
of things in this merchandising field of property. We found exterior 
cases were in bad condition, and looking at the inside it was , 
Therefore we started to separate things, and we found we had a field 
to pursue in ammunition, too. We are doing that now, renovating 
ammunition to the greatest extent we can. 

But the dangerous stuff has to be blown, and it is blown, where you 
‘an remove a fuse you can do that, something that would be in a 
hazardous condition—you would blow it. That is the type of stuff 
you get here. 
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Korea, of course, would be a place where there is a great activity in 
abandoned or destroyed. They failed to consider, for instance, in 
1950, that mass of material that we had to abandon, and we fell back 
toward that Pusan bridgehead. Well, we found some more of it as we 
got reestablished, and we got back in the hills, and that condition was 
such that it was unsafe to move, so they destroyed much of that. 

Mr. Houtrtevp. Are there any further questions? 

Any comment, Mr. Thomas? 

Mr. Witu1am Tuomas. No, none other than one comment. We are 
reviewing—we requested from the DOD a copy of the Serap Hand- 
book. We are in the process of reviewing it. We have some comment 
on that, and we will soon be over to them. We think it is a very fine 
job they have done on that particular book. 

I think the comments that we have will be most helpful to them, 
particularly in the sales area, but we will get together with them on 
that particular item. 

Mr. Houirtevp. As far as I know, we will continue receiving some 
information from GSA on some of these analyses in order to have 
further knowledge, and, of course, if there is any desire on your part to 
comment later, you can. But for the present we will excuse you, 
General and Major. 

General McNAmarA. Thank you, sir. You have been very patient. 

Mr. Houirrevp. Thank you very much for your testimony. 

Mr. BaLtwan. We have the atomic energy people here. 


STATEMENT OF JOHN A. DERRY, DIRECTOR, DIVISION OF CON- 
STRUCTION AND SUPPLY, ATOMIC ENERGY COMMISSION; ACCOM- 
PANIED BY GEORGE C. TAYLOR, ASSISTANT DIRECTOR FOR 
SUPPLY, DIVISION OF CONSTRUCTION AND SUPPLY; PERCY &. 
LUM, CHIEF, PROPERTY AND SUPPLY MANAGEMENT BRANCH; 
FRANKLIN PARKS, OFFICE OF GENERAL COUNSEL; AND SIDNE} 


M. MAJOR, CHIEF, EXCESS AND SURPLUS PROPERTY UTILIZA- 
TION AND DISPOSAL, ATOMIC ENERGY COMMISSION 


Mr. Houtrrevp. Will you identify yourself and your staff, please, 
for the reported. 

Mr. Derry. I am John Derry, Director of the Division of Construc- 
tion and Su ply, Atomic Energy Commission. 

This is Mr. Taylor, Assistant Director for Supply in the Division 
of Construction and ey 
> nome gp Lum is Chief of the Property and Supply Management 

ranch. 

Sid Major, back of the table, is Chief of the Excess and Surplu 
Property Utilization and Disposal. 

And Frank Parks is from the General Counsel’s Office of the Atomic 
Energy Commission. . 

And Mr. Taylor is the one in my office in charge of property utiliza- 
tion and supply and disposal activity, and he has a statement that 
he will present to the committee. 

Mr. Houirreip. We are glad to have you gentlemen before us. W* 
appreciate your attendance the last few days. You know what the 
committee is interested in. 





vity in 
nee, in 
ll back 
it. as we 
on was 
it. 


We are 

Hand- 
ymment 
ary fine 


o them, 
hem on 


ig some 
to have 
‘ part to 
ise you, 


patient. 
y. 


OF CON: 
ACCOM- 
OR FOR 
ERCY M. 
RANCH, 
SIDNE} 
JTILIZA- 


T, please, 
Yonstrue- 
Division 
nagement 


| Surplus 


1e Atomic 


Ly utiliza: 
nent that 


eus. We 
what th 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 629 


I see you have a prepared statement, Mr. Taylor. You are at lik 
erty now to proceed with it. 

Mr. Taytor. Thank you, Mr. Chairman. 

We are glad to appear before this subcommittee to explain the 
atomic-energy program for utilization and disposal of excess and sur- 
plus personal property. 

I know the chairman, as a member of the Joint Committee on 
Atomic Energy, is quite familiar with our work. However, since 
some members of the subcommittee may not be familiar with the man- 
ner in which atomic-energy work is accomplished, perhaps a brief 
discussion of the program would be helpful. 

Background : The Duverealent policies which regulate the perform- 
ance of atomic-energy work and the major programs that comprise 
this work were set forth originally in the Atomic Energy Act of 1946 
and amended by the Atomic Energy Act of 1954. These programs 
are: Research and development in private and Government-owned 
institutions to promote progress in atomic energy; control of the 
possession, use, and production of atomic energy and special nuclear 
material; development and production of atomic weapons; dis- 
semination of unclassified and scientific and technical information 
and control of restricted data; encouragement of widespread partici- 
pation in the development and utilization of atomic energy; interna- 
tional cooperation to promote the national defense and security ; and 
: poopy of administration consistent with the policies established 
y the act. 

Our first atomic-energy ae were created and operated during 
World War II under the Manhattan Engineer District. These facili- 
ties were transferred to the Atomic Energy Commission on January 
1, 1947. Since then the program has expanded until plant facilities 
in operation or under construction have almost quadrupled. The 
Nation’s investment in atomic-energy plants and facilities will reach 
$8 billion when presently authorized construction is completed. 

These facilities include plants for concentrating uranium ore, man- 
ufacture of uranium-feed materials from the ore concentrates, and the 

roduction of fissionable material from the uranium-feed material. 
hey also include plants for the production of atomic weapons, the 
construction and testing of a variety of atomic reactors, and research 
laboratories. An important Commission policy decision has been to 
continue MED’s practice of contracting with industrial concerns and 
educational and research institutions to construct and operate its facil- 
ities. Responsibility for the administration of these contracts has 
been decentralized to 10 Operations Offices and their Area Offices. 
_ A very large share of the materials, supplies, and equipment used 
in the atomic-energy program are purchased directly by our con- 
tractors through normal industrial channels. Responsibility for the 
management of materials, supplies, and equipment required for per- 
een of work under a contract is placed directly on the con- 
ractor. 

Atomic energy today is largely a contractor’s industry. Of the 
114,000 people employed in AEC work at the end of May 1955, 108,000 
were employed by contractors, the remaining 6,000 are Federal em- 
ployees of the Commission. 
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General policy on utilization and disposal: Our general policy 
provides that utilization and disposal of excess and surplus property 
shall be effected in an economical and efficient manner and that pro- 
curement in the commercial market shall be avoided when it is eco- 
nomical to substitute or adopt suitable excess property which is avail- 
able within AEC or from other Federal agencies. This objective is 
re ma through the application of detailed policies, which provide 
that: 

1. Managers of operations in the field are responsible for assuring 
that property under their direction is continuously surveyed to deter- 
mine that which is excess and that prompt action is taken to report it 
for screening. 

2. Contractors continuously survey property under their control to 
determine that which is excess; report such excess to the AEC; and 
when authorized by AEC, transfer or dispose of such property 
promptly. 

3. Major items, such as construction equipment, motor vehicles, 
machine-shop equipment, and the like, be reported to Washington for 
ae as to possible present and future needs before they are reported 
to Gs A. 

4. Operations offices and cost-type contractors anticipate their needs 
in advance and, to the maximum extent practicable, make inquiries con- 
cerning availability of required personal property from potential 
sources of excess property within AEC and other Federal agencies. 

5. Full advantage be taken of opportunities to utilize excess prop- 
erty in new construction projects, including construction to be done 
under lump-sum contracts. Architect-engineers review lists of excess 
and anticipated excess property in order that any suitable excess can 
be incorporated in new facilities being constructed. 

Applicability of GSA regulations: In developing our policies we 
have provided for compliance with ne issued by the GSA 
pursuant to authorty contained in the Federal Property Administra- 
tive Services Act of 1949. We realize that section 602 (d) (13) pro- 
vides, in part, that: 

(d) Nothing in this Act shall impair or affect any authority of— 

a * * * * * a 


(13) the Atomic Energy Commission ; 
However, in a letter dated July 1, 1949, the President directed all 
Federal agencies, in part, as follows: 


* * * the act provides that certain programs and functions now being carried 
on by various executive agencies shall not be impaired or affected by the pro- 
visions of the act. 

Mr. Batwan. This refers to Public Law 152 in this quote here of the 
act you are talking about? 

r. Tayior. Yes, sir. 

However, the attention of these agencies is called specifically to the purposes 
of this legislation and they shall, insofar as practicable, procure, utilize, and 
dispose of property in accordance with the provisions of the act and the regula 
‘ions issued thereunder in order that the greatest overall efficiency and economy 
may be effected * * *. 

_ The AEC, consistent with the President’s direction, does not find 
it necessary to exercise the above exemption in connection with 1ts 
personal property utilization and disposal activities. 
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It is important to note that most of the property generated as excess 
in the atomic-energy program is contractor inventory, and its disposal 
under section 203 (£), Public Law 152, is subject to regulations which 
are different from those applicable to other property. 

Mr. Batwan. Under contractor inventory the excess which you 
venerate may be to some extent similar to that which is excess to the 
military departments which operate directly and not under contract ? 

Mr. Taytor. ‘That is true. 

Mr. Batwan. So that by the peculiar operation of AEC, in which 
it operates mostly by contractors, the excesses come under the con- 
iractor inventory clause ? 

Mr. Taytor. That is right. 

Applicability of GSA regulations to AEC contractor inventory: 
As I mentioned earlier, the large part of the personal property of the 
AEC is acquired by and is in possession of contractors and subcon- 
tractors under contracts pursuant to the terms of which title is vested 
inthe Government. ‘When such property is in excess of the amounts 
needed to complete full performance under the entire contract, it be- 
comes “contractor inventory,” as defined in Public Law 152. Dis- 
posal of such property is provided for in section 203 (f), which is as 
follows: 

(f) Subject to regulations of the Administrator— 
und that means General Services Administration Administrator— 


uny executive agency may authorize any contractor with such agency or sub- 
contractor thereunder to retain or dispose of any contractor inventory. 

GSA regulations issued pursuant to the foregoing provision, which 
are attached as exhibit A and exhibit B, provide specific limitations 
on broad authorities whereby any executive agency may authorize any 
of its contractors or their subcontractors to retain or dispose of con- 
‘tractor inventory under such orders as such agency may prescribe. 
The AEC policies, procedures, and practices for screening contractor 
inventory prior to authorizing its disposal are consistent with these 
GSA regulations. 

Mr. Batwan. Does that mean that all your property, whether or 
not classified as contractor inventory, is screened through GSA, and 
then in turn is processed by GSA through the military screening 
inachinery ¢ 

Mr. Taytor. I would not say all the property, Mr. Balwan, because 
not all the property is required to be screened by the GSA. 

Mr. Batwan. All reportable property which is not classified ¢ 
_ Mr. Taytor. All property that is required to be reported to the GSA 
is reported to them and screened. 

Mr. Batwan. The reason I bring that up is, because even in the 
military departments contractor terminal inventory is not required to 
screened many times for plant clearance purposes. 

Am I correct on that, Mr. Thomas? 

Mr. Joun Tuomas. The regulation that was mentioned by Mr. 
Balwan directs the agencies to report a number of types of property 
under 1, typewriters, office equipment machines and so forth; No. 2, 
Supplies, motor vehicles, automotive equipment, printing and con- 
structing equipment, except hand tools; a all that is included in the 
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stock catalog. So they are directed to report those items in those 
broad categories to us. 

Mr. Batwan. How about those items which are contractor inven- 
tory? Let’s say, for instance, they are building a base at Savannah, 
aut the contractor finds toward the end that he has got a lot of stuff 
left over, ordinarily under the contract terminal inventory the con- 
tractor may clear. In the construction of the project, would the AEC 
be required to report that property to you by GSA’s interpretation 
of the regulations? 

Mr. Joun Tuomas. Yes; I think that is true, with the exception 
of the hand tools, which are the small cleanup items, through the 
contract. 

Mr. Batwan. And they have done that? 

Mr. Wiu11am Tuomas. In most all instances, with the exception 
that we have had some slips on them, and that has happened at times. 

Mr. Batwan. Proceed. 

Mr. Taytor. Expedited action required in certain cases of contrac- 
tor inventory of construction contractors: Ordinarily, expedited action 
is not a problem in the disposal of contractor inventories in the pos- 
session of contractors who operate plants for AEC. However, in the 
case of large construction projects, such as those which have been under 
way at Savannah River, Oak Ridge, and Paducah, it is important that 
upon completion of the construction work, the contractor’s forces be 
released and activities ended as quickly as possible in order to avoid 
large expenditures. In spite of continuing efforts to screen inven- 
tories and dispose of excess developed during construction, experience 
has shown that projects of this magnitude wind up with sizeable quan- 
tities of excess used construction equipment, tools, materials and tem- 
porary buildings on hand. 

The approach to the problem in such cases is for our operations 
offices to work with GSA regional offices to develop utilization and 
disposal schedules which will take into consideration the advantages 
and disadvantages and arrive at schedules which are to the best in- 
terest of the Government overall. The development of these schedules 
is coordinated by our field offices with GSA regional offices and the 
final arrangements are made with their concurrence. The arrange- 
ment may involve advance scheduling of the release of expected 
excess, stepped-up screening periods, direct screening by other agencies, 
or other steps agreed upon as desirable under the circumstances. Our 
Oak Ridge office and the GSA regional office at Atlanta have just com- 
pleted such an arrangement covering the contractor inventory of 3 
construction contractor on a job which will soon be completed. 

Mr. Batwan. Does the reverse of that hold true, where you hire: 
contractor to do a job for you, can you make the contractor use excess: 
which GSA report to you as being owned by the military department 
or other civilian agencies? 

Mr. Taytor. We have a provision in most of our contracts, Mr. 
Balwan, which provides that the contractor will use property tha! 
it is directed to use by AEC. 

Mr. Batwan. You have people that screen that, so that when you 
see that a crane is available here, or trucks, or lumber, or anything 
else, you can make the contractor use that? 
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Mr. Taytor. Yes. And we do procure sizable quantities of prop- 
erty from the other departments and agencies, particularly the mili- 
tary departments, and particularly the Corps of Engineers. 

In working out these construction-contractor-termination disposal 
arrangements, GSA is informed of the expected termination dates 
as soon as they can be reasonably scheduled, and is consulted in de- 
veloping plans for listing and notifying other Federal agencies of the 
availability of the excess property. GSA’s ready cooperation and as- 
sistance in our coordinated efforts to maintain a proper balance be- 
tween the overall benefits to be obtained from possible greater utili- 
zation and the cost of continued care and handling have been of ma- 
terial help to AEC. 

Had an expedited procedure not been possible in connection with 
closing out the construction project at Paducah, significant additional 
costs would have been incurred by the AEC. During the period 
just prior to the sale, the contractor’s reimbursible costs for handling 
the property were running at $55,000 to $60,000 per week. Thus, if 
the final sale had been delayed by as much as 6 weeks, to provide fur- 
ther screening, additional costs could have amounted to about 
$350,000. 

Mr. Batwan. It was called to your attention when we were holding 
our hearing on screening with MRD, where the director of MRD 
commanded them to buy, and the military department of the Depart- 
ment of Defense did not feel that they were given the proper time 
to screen AEC material, and they called to your attention instances 
where they had a rush screening job, and the General Services Ad- 
ministration has told us that you often make requests upon them 
to give you a quick screening ; is that correct ? 

Mr. Taytor. That is true. We ask for expedited screening under 
those circumstances where the early termination of the contractor 
is a factor. Usually it is not all of the items to be offered on a par- 
ticular sale, but those which come up in the last few weeks just prior 
to the conduct of the sale, and usually after the sale date has been 
established and an auctioneer has been employed and the advertising, 
tt ponies of it, has been put in the papers. 

Mr. Batwan. You people are more conscious, probably, than the 
Department of Defense might be of delays in holding down the sur- 
plus, because the contractor charges you money directly. 

Mr. Taytor. Yes, sir. It costs us for every hour that he is on the 

job, and construction contractor wages are pretty premium. 
_ Mr. Batwan. Could you describe the incident I refer to concern- 
ing a declaration of excess in which the Department of Defense stated 
that they only had 1 day, or just a very few days, in which to screen? 
_ Mr. Taytor. Well, after reading the testimony on that particular 
instance, and discussing it, we got in touch with Commander Tobias’ 
oflice to try to identify the incident, and Commander Tobias was away, 
but there was a Mr. Somerville there, and he did furnish us with 
this information, that the MRD unit had received from one of their 
held installations copies of excess lists which had been put out by our 
Paducah area, and by the time he had gotten them from their field 
installation there was only about week’s time left for screening. 

Mr. Batwan. You wouldn’t give those excess lists direct to the 
military department, MRD, directly anyway. 
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Mr. Taytor. We would not, after the recent agreement between the 
Department of Defense and the General Services Administration, 
which would put GSA in the position of doing the screening rather 
than MRD. 

Mr. Batwan. Had it been different before ? 

Mr. Taytor. It had been different before. The reportable property 
to GSA which had been reported by AEC contractors was screened by 
MRD. And in this instance the Paducah sale had occurred March 
8, 9, and 10, I believe. And the incident they speak of came about, I 
believe, early in January, we were unable to identify it specifically. 
And I believe—he indicated that the list had gotten in there in Janu- 
ary, and that had occurred after the agreement between GSA and 
DOD for MRD to screen our list, and we had been instructed by the 
Chicago regional office of GSA, which had jurisdiction over Paducah, 
to discontinue sending them to the MRD unit. That did not mean, 
however, that the GSA and the AEC staffs did not concentrate substan- 
tially on getting utilization of this property at Paducah. And asa 
matter of fact, military installations were substantial customers at 
our Paducah installation. If I recall the figure correctly, I believe 
about $2 million of our property at Paducah was transferred to mili- 
tary installations prior to the sale. 

Mr. Joun Tuomas. That is about right. That happened within 
about a week’s time, closing time. And I think the thing that brought 
about the confusion in general was the fact that the lists in the tran- 
sition period were not going under the old system to MRD first, but 
going to our regional office, we were screening and the Department 
of Defense activities were screening from lists that they had received 
directly from AEC, which got them in there and got the property, 
the property that was utilized by the Navy, that was how they caine to 
get in there. But actually, as directed to the normal screening under 
MRD, that didn’t come about. 

I think that ties it in, doesn’t it ? 

Mr. Taytor. I believe so. 

Mr. Batwan. That explains the situation. Will you complete your 
statement ? 

Mr. Taytor. Our experience indicates that these expedited proced- 
ures have been effective in securing good utilization. For instance, 
$3.7 million, or about 27 percent of the excess property screened prior 
to the Paducah sale mentioned above was utilized by other Federal 
agencies; thus, the course followed in expediting such cases is not one 
of exemption under Public Law 152, but one worked out in consulta- 
tion with GSA in the same manner available to any other agency. 

Performance data: The size of our total program for utilization 
and disposal of excess and surplus personal property and the degree 
of success we’ve had in making it effective are best illustrated by the 
performance data shown in chart form as exhibits C and D. Refer 
to exhibits C and D. 

Mr. Batwan. You will leave that with the committee so we cal 
include it in the record. 

Mr. Taywor. I will be glad to. 

Now, the first exhibit, exhibit C, shows the flow of excess and surplus 
personal property for the first 9 months of fiscal year 1955. The 
larger circle on the left at the top showed that there was reported to 
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AEC by all of its contractors about $71.6 million worth of excess prop- 
erty. And the arrow immediately to the right showed that $69.8 
million of that was circularized through the AKC for all of its instal- 
Jations to see if it could be used in some of our other work. 

Now, $19.8 million, or 27.6 percent of its total, was utilized within 
the AEC by shifting it over to other work. The remaining $50 mil- 
lion was excess to the AEC. And of that $50 million, 35.6 percent, or 
$17.8 million, was transferred to other Federal agencies. 9.2 percent, 
or $4.6 million was donated to educational and public-health institu- 
tions under the law; and 55.2 or $27.6 million was sold at public sale, 
at proceeds of $6.1 million, or 22.1 percent of acquisition cost. 

Mr. Hourrietp. Who handled the sale of that? 

Mr. Taytor. The sales generally are handled by our cost-type con- 
tractors under supervision of the disposal staff in our operations 
offices. 

Mr. Ho.irretp. In other words, you called in experts in disposal to 
do this job under contract ? 

Mr. Taytor. No; these are not the kind of contracts I mean, Mr. 
Holifield. We have the F. H. McGraw—contract X—at Paducah 
who constructed the plant. It is also their responsibility to handle the 
disposal with the forces that we have there. They do that under very 
close supervision at the AEC disposal office there. 

Mr. Hotirretp. They actually put on a sale, they segregate this 
material to be sold and put on a sale of merchandise under sealed bid, 
spot bids, auctions, or how? How do they sell it? 

Mr. Taytor. They use mostly auction sales and sealed-bid sales. 
We have not used spot-bid sales to any appreciable extent, and ne- 
gotiated sales have been a small percent of the total. 

Mr. Houirretp. Most of it is auction ? 

Mr. Taytor. Of all the property we have sold this year, 70 percent 
has been sold at auction, 30 percent by other means, most of. which 
was by sealed-bid sales. 

And of the amount that has been sold by auction we got a 23.4- 
percent return—that is approximate—we got a 23 decimal something 
on auction, and 19.1 on shen means of sales. 

Auction has been appreciably better. 

Mr. Hottrretp. You have a rather high class of surplus to sell, 
do you not? Can you give us an idea, do you have any list here to 
show the type of surplus that is offered by these contractors ? 

Mr. Taytor. I do have some lists. I will dig them out in just a 
moment. You know, since 1950 we have been in a tremendous con- 
struction program. So most of the excess property that we have 
had from the period 1950 up until the present is coming out of our 
construction program. 

So that it is largely construction equipment, construction tools, hand 
tools that construction workers use, materials left over from con- 
struction jobs, temporary buildings, and some of our office equip- 
inent and furniture which construction forces use. That is the type 
of excess that we have used mostly. I would say “Yes,” it is a fairly 
good marketable type of material. 

Of course, all of the material we offered for sale is not new by any 
means, We have moved it from one job to another until sometimes 
it gets pretty well worn. 
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Mr. Horirtevp. Do you have a lot of construction machinery, grad- 
ing equipment, and tractors and automotive type of equipment ? 

Mr. Taytor. Yes, we do have. Now, a great portion of that kind 
of equipment is in demand by other Government agencies or by the 
Commission’s facilities, and it is moved to those agencies. What we 
have left to sell generally is equipment which you would classify as 
being in usable condition, not by any stretch of the imagination new 
or in first-class condition. 

Mr. Ho.irtevp. I notice your returns run qnite a bit higher than 
the Defense Department returns. 

Mr. Tayvor. Yes. 

Mr. Ho irtevp. 22 percent. I wonder if you would have any infor- 
mation, Mr. Thomas, on the type of material sold as compared to the 
type sold by the Defense Department. 

Mr. Joun Tuomas. Well, in general, the Atomic Energy prop- 
erty to be sold is, I believe, generally in very good condition. The 
maintenance on it is very good, and the sales are commercialized very 
good asa general rule. And they do an excellent job of selling. And 
I have a copy of a brochure here in front of me. We have attended— 
well, representatives of my staff have attended practically every sale 
that they have held. 

Mr. Taytor. Auction sale? 

Mr. Joun Tuomas. Auction sale, that is. And we haven’t found 
a sale that hasn’t been properly handled, and the property that was 
being offered for sale wasn’t put up in the finest manner. I mean, it 
is almost 

Mr. Horirtetp. Do these contractors handle this individually, or do 
they pull in experts in merchandising ? 

Mr. Joun Tuomas. Well, I think they pull in the auctioneers, 
and that is tied in with the preparation and sale and everything. 

Mr. Taytor. May I comment on that, Mr. Holifield ¢ 

Mr. Ho.irtevp. Yes. 

Mr. Tayrtor. We select auctioneers, we ask our contractor to select 
auctioneers who have experience in selling the kind of materials that 
we have to offer, who have in the past handled sales of considerable 
size, and who are financially reliable, responsible firms.. They are 
on selected on a competitive basis. We issue proposals setting 
orth the terms of the sale, the acquisition cost of the property, 
what we anticipate the return might be, and then enter into a contract 
with that firm offering the most advantageous terms to the Govern- 
ment. 

So that these auction sales are under experienced auctioneering 
firms. We rely upon their judgment as to lotting, marketing the 
material, and its display. 

Mr. Batwan. What hey do you get on sealed bid sales from con- 
tractors? 

Mr. Taytor. Well, we get some of the ideas that contractors use 
in marketing merchandise. And that is transferred over into the 
disposal program so that we get some advantage of people’s experi- 
ence, like the General Electric Co. or the Westinghouse Electric Corp. 

Mr. Batwan. Are the invitations for bids and the sealed-bid-type 
sales significantly different, Mr. Thomas, from the military depart- 
ments, let us say, as sold by AEC? 
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Mr. Joun Tuomas. Yes; they are. I don’t know whether you 
have any of them with you or not. 

Mr. Taytor. I just have a couple here. 

It looks different. I don’t know whether it is really different. First, 
you will note that there is a letter on the top which identifies the sale. 
‘And it contains instructions for the prospective bidder. We try to 
tell him in just as friendly a way as we can and as inviting a way as 
we can, that we want him to come and look at our property and bid 
on it. 

You note this one, that—first, it is pocket-sized, so that it is fairly 
easy for him to carry. Second, we think that we make him feel like 
we are real anxious to have him come and look at our merchandise. 

Third, on the inside we have an index, usually, an index where 
there are several pages in which it shows the fellow who wants to 
bid on bolts and nuts, for instance, the pages where he can find them 
in the catalog. So a wire rope bidder doesn’t have to look all through 
the pages to find where wire rope is. 

Mr. Houtrretp. You also have it listed alphabetically ? 

Mr. Taytor. We have like items listed in the catalog. 

Mrs. GrirrirHs. What is the average use on, for instance, these 
cranes? How long have they been used ? 

Mr. Taytor. I don’t believe I could answer that. 

Mr. Derry. Let me interrupt. The ones that I have seen sold are 
the ones that are wornout and in such poor condition that it is sur- 
prising to me that we were able to sell them. 

Everyone has turned them down. Every Government agency has 
turned them down. We have no further use for them, and they go 
up for sale, and somehow or other people buy them. It is surprising 
to me that they do get sold. 

Mrs. Grurritus. ‘They can’t be more than 4 or 5 years old? 

Mr. Derry. They could easily be 4 or 5 years, but used very hard 
in those 4 or 5 years, they have been under continual use. You 
might say that they have been under construction operating condi- 
tions for—well, I should say probably eight to ten thousand hours. 
In the construction industry you can have a piece of construction 
equipment that lasts you 5 years, and you think you are doing fairly 
well. Many times they are written off after 2 years, usually they 
are wornout in 2 to 21% years if they are under heavy operating 
conditions. 

Down on the Savannah River we have maintained our equipment 
senna well, I think. I don’t think we have sold very many 
pleces of equipment down there yet. I think most of it has been 
transferred from the Savannah River to other places of operation, 
because we have kept it in condition. We put it in excellent operatin 
condition before we declared it excess to the Savannah River need, 
and other AEC jobs pick it up, or other Government agencies. And 
What is left ig really not usable so far as we are concerned. 

Mr. Taytor. It is really hard to tell what is most marketable, be- 
cause it depends on what jobs construction people have in the area 
where you are offering material, and how long it is going to take 
them to build it. If they have a short job they will gamble some- 
umes on @ piece of equipment that may need repairs. thinking that 
they might do the job without having to put substantial money in it. 
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Mr. Bauwan. Is your stuff subject to reimbursement for transfer 
to the military departments ? 

Mr. Taywor. Yes; if we transfer our equipment to the military de- 
partments, it is transferred under the rules provided by GSA, fair- 
value code, unless they are eligible under some provision of law for 
transfer without reimbursement. 

Mr. Batwan. So an item in 0-2 condition, which would be used, 
but not really too bad, would be subject to a 20 percent reimbursement ! 

Mr. Taytor. I believe that could be the schedule on it. 

Mr. Batwan. And if the Department of the Army saw that and 
looked at it, they probably might not want to pay the 20 percent if 
they had the money to buy one outright. 

Mr. Taytor. Well, they have been good customers. 

Mr. Batwan. The point I am driving at—probably this ought to 
be directed at GSA—is there not some hesitancy on the part of the 
services or any agencies to accept materials under the reimbursement 
provision and get better utilization ? 

Mr. Turrie. I would say this, that it is simpler to transfer excess 
property without reimbursement. 

However, much of the property which has come out of the AEC 
which we have had an opportunity to screen has been transferred 
with 35-percent reimbursement, as well as 20, and we might even be 
able to find an item at 50 percent unused, but those would be exceptions. 

Mr. Ho.irieip. You say they have been good customers, and you 
have sold a lot of material to them ¢ 

Mr. Tarwor. Yes, sir. 

Mr. Howirietp. We want to conclude this hearing by 5 o’clock, so 
Jet’s rush right along. 

I would like to ask this of Mr. Thomas. 

Have you looked over the type of offering that they have? 

Mr. Joun Tuomas. I have looked over other types like that. 

Mr. Houtrreip. Do you consider that a good format ? 

Mr. Joun Tuomas. I do for a sealed bid type of offering. I think 
it is very good, and I have had a lot of good comment from buyers who 
have dropped in. 

Mr. Houirieitp. Adequate description ? 

Mr. Joun THomas. Very good. 

Mr. Houirierp. I notice it is done on slick paper, whereas the others 
were done on mimeographed paper. 

Mr. Joun Tuomas. It is a photo reproduction; this is a better job. 

Mr. Houwirreip. This is more expensive ? 

Mr. Joun Tuomas. This is more expensive. 

Mr. Houtrienp. I am wondering if the cost of sales run higher-— 
what percentage higher does the cost of sales run under this method 
that they use which, as I look at it, appear to be a high-class method ! 

Mr. Joun Tuomas. It is well worth the money they spend on it. 

Mr. Houiriretp. The extra money that goes into it? 

Mr. Jonn Tuomas. I don’t believe this would run too much higher. 
because we would find, I believe, when we check into it that 4 of these 
are run at 1 time, which cuts down a lot of other costs, whereas, on 
large mimeographed sheet, such as this, you just get 1 big sheet. _ 

Mr. Howirterp. I haven’t noticed the other offerings ranged 1” 
alphabetical style like this is, or indexed. It seems to me like this is 4 
more workmanlike job. 
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Mr. Joun Tuomas. It is a good job. 

Mr. Taytor. I would like to mention, Mr. Holifield, that this is 
the type being used at our Savannah River operations office. Not all 
of our operations offices are using the same type invitations. I think 
it is one of the best that we have. 

One significant feature in this is that you save a good deal of the 
paper, and the savings in paper makes up for it. 

Mr. Hourrrevp. It seems that here you have a larger sheet, but it is 
just reduced in size. 

' Mr. Jonn Tuomas, That reduction makes it stand out, it has 
definition to it. 

Mr. Taytor. We might note also that the instructions and require- 
ments are pretty simple. 

Mr. Rreuiman. On this exhibit C, the proceeds, 6.1 million, is that 
vross or net proceeds ? 

Mr. Taytor. That is gross. 

Mr. RreLHMaNn. Do you have any idea what your net proceeds were? 

Mr. Tayuor. I don’t have that exactly, because we do not accumu- 
late statistics on it directly, but. we made some pilot studies, and 
depending on the facility in which the offering is made, costs will run 
} to 5 percent. 

Mr. Houtrietp. Your cost of sales? 

Mr. Taywor.. Cost of sales. 

Mr. Honirretp. And it includes your auctioneer’s fees ? 

Mr. Tayor. The auctioneer’s fees, the cost of handling the mate- 
rial, the salaries of people who are assigned to move and work with 
the material, and so forth, all costs, with the possible exception of 
electric lights and water and utility services, are indicated in those 
pilot studies. 

Mr. Batwan. How about your loading problem, when you sell, do 
you permit contractors, successful bidders, to come on your installation 
to pick it up or do you have to load it on the tailgate, or at the railroad 
station 2 

Mr. Taytor. We have conducted sales both ways. Of course, to 
the extent we can we get the fellow in the yard where it is easily acces- 
sible to buyers, and it is available to either railroad sidings or truck 
platforms so that it can be easily loaded and gotten off. The only 
problem that we have is moving it out of restricted areas. 

We do have to move the property out. 

Mr. Batwan. That is a cost of selling? 

Mr. Taytor. Yes. 

Mr. Houirrecp. But it is an extra cost, as you very well know, that 
many defense establishments would not have, because of the type of 
jurisdictions you have on atomic energy facilities you have to move 
material, I would imagine, many times, where a Defense Establish- 
ment would not necessarily have to move it. 

_ Mr. Tayxtor. We have got to move materials from a construction 
job if we are building a reactor, a separation plant, or a gaseous diffu- 
sion plant. 

Mr. Hottrieip. Outside the fence? 

Mr. Taytor. Out to where you can have people come and look at it. 

Mr. Joun Tuomas. I have one other comment I would like to 
ake on this offering. 
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And it was one of the comments that we discussed to some great 
length in our analysis. And that is that you will notice that the 
Atomic Energy Commission evidently is not having any difficulty with 
the general terms and conditions of sale. 

They have the one sheet here as printed on the standard form, there 
is no additional. I was wondering if you had any experience, Mr. 
Taylor, where you found it was necessary. I see very few of your 
sales where you have had to put in special terms and conditions. 

Mr. Rrew~mMan. Are the sales conditions the same on the back of 
this form as they are on the back of the Department of Defense form? 

Mr. Joun Tuomas. Exactly thesame. They are standard form 114. 

Mr. Taytor. It isthe one established by GSA. 

Responding to your question, I know particular instances where 
we have had to attach special conditions to the sale. I can visualize 
that there might be some conditions under which additional require- 
=~ might be established, having to do, perhaps, with the handling 
of scrap. 

Mrs. Grirrirus. Do you anticipate a better run under a heavy road- 
building program ? 

Mr. Taytor. Well, I believe that I would say that for the past 2 
years the market for construction equipment and materials has been 
good and firm because there is lots of building going on. That isa 
good reason for selling now, and not holding it too long. And I would 
assume that if large additional construction is authorized, it would 
firm the market for construction materials. 

Mrs. Grirritus. I would think so, too. I feel that 26 percent return 
might be good in comparison with the other sources, but I think you 
are selling high, and I think that many of these things you have 
listed here, use doesn’t have any effect upon them at all, they could 
be used over and over for a long time, they don’t become second-class 
and third-class, so that it can be anticipated that you should have a 
good return. 

Mr. Batwan. The type of material that they are selling the Army, 
for instance, would normally sell as a replacement on the exchange 
item, the Corps of Engineers that has road scrapers and bulldozers 
and tractors and trucks, they do not sell them at excess, they sell them 
as exchange, and as noted in the testimony today, they get paid a 
much higher return in that type of property. 

At Port Hueneme at a ant attended in December, the Bureau of 
Docks has this type of material, the exchange materials, they got a 
return of 48 percent. 

Mr. Derry. Mr. Chairman, I want to mention—you commented on 
this flyer of the auctioneers, we required all of our auctioneers to spend 
a certain fixed amount of money on advertising, and they try to make 
it as effective as possible, to get as many buyers there as they can. 
And I think on the first Paducah sale it was so effective that a lot of 
people that screened some of this property that was offered for surplus 
came back in again and wanted to look at it again because they thought 
they had missed something, and it turned out to be the same old 
property. 

But it brought a lot of people and created a lot of interest, and 1! 
sold stuff. 
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Mr. Rieuiman. Mr. Chairman, has it been asked yet how many 
employees they have? 

Mr. Houirteip. No, but it is a good question in the disposal problem. 

Mr. Taytor. I don’t know that I could answer it down to the last 
man. I believe employed by the AEC there were around 58 people 
in disposal and utilization work, both utilization and disposal. They 
are not segregated. That does not take into account the number of 
people employed by the contractors who are doing this kind of work. 

Mr. Rrentman. But that includes all the people who are making 
up these sealed bid lists and mailing those out ? 

Mr. TaYLor. That would be done by contractors in many instances, 
all we do would be to supervise and monitor the program. 

Mr. RIeEHLMAN. The contractor prepares this? 

Mr. Derry. We could supplement that. 

Mr. Taytor. We might prepare some of it, but in general the 
disposal by the contractor and all the work incident to it is performed 
by them. 

Mr. RieHLMAN. Beside the auctioneer, the fee that is paid him, 
does the contractor get a fee also on the sale? 

Mr. Taytor. No; not on the sale. He will be getting a fee in 
connection with winding up the construction work he is on, for 
instance. 

Mr. Derry. He gets nothing in addition to the normal fee, in a 
cost-type contract he gets a cost plus a fixed fee for building the job, 
for the construction of the entire job, which includes disposal of 
the property, he gets nothing for handling it, for handling the sale, 
it is simply a cost. 

Mr. Rrenutman. This seems like a cleaner job and a better job 
compared with the Department of Defense, because I think it is an 
unfair comparison because of the magnitude of that job compared 
with the size of your job. 

Mr. Derry. You see, they have their own inventory, they have an 
inventory where we don’t have an inventory. 

Mr. Rreuuman. I don’t want to be unfair with the Department of 
Defense and compare the percent you are getting with what they 
are getting, because I don’t think there is any comparison. 

Mr. Houtri1e.p. [ think your comment is very pertinent. 

Another thing I would like to know is, what is the average salary 
for the people that you have in this work? , 

What grade does it run? 

Mr. Taytor. I will give you some examples of the salaries of our 
disposal officers in some of the larger installations. 

First, a disposal officer comes under the supervision of a supply 
director or chief of a supply division in each of our operations offices. 
In our larger offices those supply directors are GS-15’s, and where 
we have a large disposal program, such as we are having at the Savan- 
nah River, the disposal officer is a GS-14. 

Mr. Bauwan. How much money ¢ 

Mr. Taytor. $9,600, something like that. And at Oak Ridge the 
disposal officer is a GS-13. And most of the others are GS-13 or 12. 

Mr. Bauwan. How about turnover with people like that? 

Mr. Taytor. Relatively small. 

Mr. Derry. We don’t have any. 
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Mr. Taytor. We promote them sometimes because we want them 
to take over responsibilities. But most of these disposal officers are 
men with substantial experience in the Government, and some with 
industry and merchandising experience. 

Mr. Batwan. Do you have to contend with civil-service regula- 
tions in your job descriptions in requesting their permission to rate 
somebody on a certain level ? 

Mr. Taytor. I am not an expert on personnel matters, Mr. Balwan, 
but I believe that the commission has a system which they say is similar 
and meets the requirements of civil-service standards. 

Mr. Houtrretp. But they do not have to get permission from the 
Civil Service to employ; do they # 

Mr. Derry. That is correct, we do not, Mr. Holifield. The Com- 
mission has established with agreement of the Civil Service Com- 
mission a good many years ago our own merit system. 

That parallels precisely the civil-service regulations and the civil- 
service system and the manner in which civil service makes job de- 
scriptions. We follow the same salary scales. We don’t solicit or 
recruit from their list. 

Mr. Houirrevw. Nor are you under the obligation to hire veterans, 
for instance ? 

Mr. Derry. We are not under any obligation, but we do give 
veterans preference. 

Mr. Hoxiriretp. You do give veterans preference ? 

Mr. Derry. Yes. 

Mr. Houirretp. Any further questions from the committee? 

Mr. Thomas, are there any—maybe I should not ask this question, 
but I will put it this way—In your contacts with the AEC, do you find 
a willingness to cooperate with the GSA as a rule? 

Mr. Joun Tuomas. Yes, generally that is true. 

Mr. Hoxirrevp. Do you have any suggestions to make whereby 
your joint responsibility on excess or suprlus property can be better 

Mr. Joun Tuomas. Yes, I believe that we can improve this utili- 
zation on the excess property that is generated by AEC. We have a 
program running, or program that has been set up out of our Atlanta 
region, in our region 4, in which our regional man, working 
with their managers and property disposal people down there, 
have planned a program over a considerable period of time, 3 
time span longer than has ever been used before. It is too detailed to 
go into here. But I believe that plan is the plan that will give the 
Government the maximum utilization within a good time period for 
screening by all agencies. We are going to watch it very close. I have 
talked to Mr. Taylor about it, and I have talked to my man in the 
Atlanta office. 

And basically what it is, they have looked over the projects down 
there, they found out when they are going to terminate, and the final 
date is way up into October. So the catalog—the listing of property 
has been developed on time periods that fall well within a 90-day 
period. It gives a full maximum time period. Now, the catalog will 
have property in it, I think it comes out the 20th of this month, and 
it has staggered periods when the property will be available. That 
will be the first time, I think, that we have ever tried that. If we can 
approach the other areas that they have, and work out a similar plan, 








staff 
arou 
But 
it to 
M 
if it 
M 
see t 
peri 
that 
those 
later 
and 
it ac 
My 
get it 
Mi 
Mi 
Fi 
that 
ment 
kind 
Ivy 
the r 
that 
by 1 
each | 
[h 
able { 
Depa 
they « 
I s} 
ices f 
solvir 
posal 
ny 
a lon 
Mr 
cost o 
that 3 
Mr. 
Mr. 


ion, 
ind 


eby 
tili- 
yea 
inta 
cing 
ere, 
a, a 
d to 
the 
for 
lave 
the 


own 
inal 
erty 
day 
will 
and 
hat 
can 
lan, 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 643 


if the contract time will let us, I believe we will get maximum 
utilization. 

As I have indicated before, as far as AEC property is concerned, in 
our regional offices we have had to allow for very special screening to 
vet within their contract termination period. ’ 
~ Mr. Houtrrerp. In other words, you are limited as to time more 
than with the other agencies. 

Mr. Joun Tuomas. Yes, that is true. 

Mr. Hoxir1etp. You have to do your job a little faster ? 

Mr. Joun Tuomas. We have to do it a little faster. We are not 
staffed to do that, we never have been staffed. We give it a quick go- 
around, but we are not getting the maximum utilization out of it. 
But if we adopted this program that we have set up, if we can adopt 
it to the other areas, I think we can overcome that problem. 

Mr. Houirretp. You want to try it out and see how it works, to see 
if it is effective. 

Mr. Joun Tuomas. That is what we are doing in this area, to 
see that it is effective. And the main thing to bring it in a 90-day 
period, once the catalog is out, it is going to be available for the person 
that gets there first, there is no priority. And we are watching all 
those things. And if the committee desires, I would be glad to report 
later on how that trial period comes out. And I think Mr. Taylor 
and I have more or less agreed to look that over, and we can apply 
it across the board, if possible. 

Mr. Tayror. We would like to apply it at Portsmouth, if we can 
get it set up there. 

Mr. Honirtevp. Is there anything further you would like to add? 

Mr. Taytor. Yes, Mr. Holifield. 

First, I would like for the record to show that we had not contended 
that our material was necessarily comparable to that of the Depart- 
ment of Defense. We understand that they have a quite different 
kind of a job, and it is not comparable to ours. 

[ would like to say, also, that we are not satisfied that we are getting 
the maximum return from material that is being offered for sale, 
that at the rate we are selling now if we could increase our return 
by 1 percent of the acquisition cost we would make $280,000 more for 
each percent, and after that we get another $280,000. 

I have already contacted the GSA to see if they can make avail- 

able to us the same service they have already made available to the 
Department of Defense for criticizing our sales offerings, to see how 
they can be improved. 
_ I should also like to say that from our viewpoint the General Serv- 
ices Administration has been most cooperative and most helpful in 
solving problems brought out by necessity for expedition in the dis- 
posal of our property at construction projects . It does not come up— 
expedition does not come up on operating factors, because it is there 
a long time in the continuing process. 

Mr. Howirievp. I want to ask you one question, to go back to your 
cost of sales. The figure you gave me of 3 to 5 percent, I think, was 
that 3 to 5 percent of the return 

Mr. Taytor. The proceeds. 

Mr. Hotartevp. Of the proceeds. 


cia | 


nn i ak a et im ont iN 





644 ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


It was not acquisition cost? 

Mr. Taytor. No, 3 to 5 percent on proceeds. 

Any further questions? 

mr. Houirretp. Thank you very much for your presentation, gen- 
tlemen. 


(Whereupon, at 5:10 p. m., the subcommittee adjourned. ) 
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APPENDIX 


ExHIsIT A 


RECOMMENDATIONS OF THE COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT ON SURPLUS PROPERTY 


Recommendation No. 1 


That the Secretary of Defense: 

(a) Direct the downward revision of authorized stock levels to more realistic 
limits, particularly for common use military and other items which are readily 
available from current production or which rapidly become obsolescent ; 

(b) Require that stocks on hand do not exceed authorized levels; 

(c) Require the rapid elimination of present excess stock, or that becoming 
excess as a result of (a) and (0b) above, by redistribution to the maximum 
extent possible; and 

(d) Prohibit further expenditure of funds for the purchase of items in excess 
supply until such stocks have been brought down to the newly validated stock 
levels. 


Recommendation No. 2 


(a) That the Secretary of Defense for his Department and the Administrator 
of General Services for all civilian agencies closely supervise the Federal catalog 
program to insure its completion and effective use at the earliest possible date; 

(b) That the conversion phase be coordinated with the identification phase, 
and a master plan or program be formulated jointly by the Secretary of Defense 
and the Administrator of General Services for integration of the Federal Catalog 
into all aspects of supply management throughout the Department of Defense 
and the civilian departments and agencies of the Government. 

Recommendation No. 3 

That personnel engaged in property management activities be properly quali- 
fied or trained for such service; and that military personnel in such activities 
be required to serve continuously over considerable periods of time and be 
given rank and promotion opportunities comparable to those in the combat 
military services. 

Recommendation No. 4 

That the Federal Property and Administrative Services Act of 1949, as 
amended, be revised : 

(a) To eliminate all statutory exemptions for the executive branch of the 
Government from General Services Administration authority for utilization 
and disposal of all excess and surplus personal property ; 

(b) to authorize the President to prescribe by Executive order specific exemp- 
tions from General Services Administration authority where fully justified in 
the public interest. 

Recommendation No. 5 

That the procedure for screening reportable excess property be modified to 
provide a more efficient and manageable system encompassing these features: 

(a) Declarations of military agency excess be submitted by supply and inven- 
tory control points only and not by the owning location, except in special circum- 
stances where it would be more feasible for the owning location to file declara- 
tions. 

(b) Declarations from the supply and inventory control points include all 
excesses of items under their control, with a breakdown by location. 

(c) A time schedule be worked out for simultaneous reporting of the 74 Federal 
supply commodity classes (coordinated with the Federal catalog program as it 
progresses) so that the total excess in each class would be reported on the same 
date by all reporting activities. 
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(d) Civilian agencies report their excesses to the General Services Adminis (c) 


tration by Federal supply commodity classes and synchronized with the Materia! Servi 
Redistribution Division reporting time schedule for military excess. dispo: 


(e) The General Services Administration distribute lists of specialized or high- 


value excess items to all Government agencies for maximum possible utilization, Recon 


irrespective of the physical location of such excess items. The military services The 
should also adopt this principle for internal Defense Department screening. surplht 


; rae practi 
Recommendation No. 6 


(a) That the Department of Defense make it mandatory for each supply and Recon 
inventory control point to check its counterpart in the other military services prio: Tha 
to new procurement, particularly of common-use items, where the amount of the nents 
purchase exceeds a fixed sum (varying for different classes of items), to ascer- propel 


tain whether excess or material in long supply is available for transfer. erty | 
(vb) That the above procedure be made effective immediately on items which 
are readily identifiable by common terminology, and be coordinated with the 
Federal catalog program on more technical or hard-to-identify items. 
(c) That when progress in the Federal catalog program permits, the President greate 
direct a governmentwide review of supply programs and procedures for the pur- (€) 


pose of developing a system requiring that each Government agency check its offerir 
proposed procurement against excess supplies in all other agencies. custor 
E i (d) 
Recommendation No. 7 tents 1 
That the President direct the Bureau of the Budget, in cooperation with the custon 


General Services Administration and the Departiment of Defense, to undertake a (e) 


review of stock fund, fair value, and all other factors relating to reimbursement to pre 
and pricing procedures in connection with the transfer of excess property with a differe 


view to recommending changes in legislation or procedures which will facilitate SCTAap | 
transfers and promote greater utilization of excess property within the Govern- 


Recom 
ment. 


Tha 

Recommendation No. 8 lary oO 
That the Department of Health, Education, and Welfare strengthen its current advise 
administration of the donation program by: cernin 
(a) Changing the application for surplus property form to require the State metho 
surplus property agency, or the recipient institutions, to certify that within a 
reasonable time there will be need for the Federal surplus personal propert) 
listed on such application. 
(b) Requiring regional office staffs to give closer attention to applications to 
insure that the requested transfer of property complies with the policy of the 
Congress as expressed in the law; that the property is needed for educational or 


Recom 

That 
istratic 
scrapp 
Fleet i 


public health purposes ; and that it will be used for such purposes. Recom 

(c) Conducting periodic surveys of property in warehouses maintained by the That 
State surplus property agencies, to determine the nature, quantity and date of Service 
acquisition of the inventory and to recapture for Federal agency utilization or referra 


disposal those items not needed or not directly related to educational or publi: reduce 
Leaith purposes. 


(d) Vesting immediate title to transferred personal property (except leased Recom 


property) in the recipient institution for designated classes of property or That 
amounts under $2,500 to minimize the need for expensive record keeping ani termini 
follow-up investigations. excepte 
Recommendation No, 9 Recom1 


That the Congress reexamine the provisions of the Federal Property and (a) 
Administrative Services Act of 1949, as amended, relating to the donation of Depart 
lederal surplus property, and clarify congressional intent to transfer such prop- for the 
erty without cost to State educational and public-health institutions, notwith- surplus 


standing Department of Defense requirements for reimbursement of stock funds ization: 
’ 

for transfers of property from such funds, (b) 
Recommendation No. 10 dis 
(a) That the Administrator of General Services exercise his authority to pro- 
vide adequate regulations governing disposal methods and to establish effective 
disposal procedures. 
(b) That if agencies fail to comply with such regulations and procedures, the 
Administrator request the President to direct them to comply. 
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(c) That the Congress provide the necessary funds to enable the General 
Services Administration to carry out its responsibilities for surplus property 
disposal. 

Recommendation No. 11 


That the General Services Administration issue regulations providing that 
surplus stocks be physically segregated from other stocks where economical and 
practical to do so for sales purposes. 

Recommendation No. 12 


That under General Services Administration policy supervision the depart- 
ents and agencies which have been delegated authority to dispose of surplus 
property encourage competitive participation by potential buyers of such prop- 
erty by: 

(a) Carefully selecting the most effective advertising media to reach prospec- 
tive markets. 

(b) Describing properties in terms of commercial use and conditions to the 
vreatest practicable extent. 

(c) Allowing ample time between announcements and closing dates of sales 
offerings to provide for inspection and preparation of bids by prospective 
customers, 

(d) Displaying properties requiring inspection or evaluation of mixed-lot con- 
tents in a manner to encourage sufficient inspection and evaluation by prospective 
customers. 

(ce) Requiring more careful segregation and lotting of the items to be sold, 
to prevent indiscriminate intermingling of different manufacturers’ products or 
different commodities which now tend to encourage bids for such mixed lots as 
scrap prices, thus reducing the potential revenues from the sales. 
Recommendation No. 13 

That the Administrator of General Services, in cooperation with the Secre- 
tary of Defense, convene from time to time groups of merchandising experts to 
idvise and assist him in developing suitable policies, rules, and procedures con 
cerning governmentwide disposal operations and in the selection of the best 
methods of sale for the various types of surplus property. 

Recommendation No. 14 


That the President direct the Department of Defense and the Maritime Admin- 
istration, assisted by outside independent consultants, to make an inspection for 
scrapping or otherwise disposing of all elements of the National Defense Reserve 
Fleet in the categories of obsolete, overage, badly damaged, or useless ships. 
Recommendation No. 15 


That the Attorney General, in cooperation with the Administrator of General 
Services, review present regulations and procedures in connection with the 
referral of proposed surplus personal property sales to the Attorney General and 
reduce delays to a minimum. 


Recommendation No. 16 


That in the case of Government-owned excess property resulting from contract 
termination, additional classes of properties having low utilization potentials be 
excepted from the Material Redistribution Division screening requirement. 


Recommendation No. 17 


(a) That the Administrator of General Services, in consultation with the 
Department of Defense and the Department of Commerce, develop a program 
for the utilization and disposal of contractor-terminated inventories and other 
surplus commodities through service contracts with private distributing organ- 
izations ; 

(b) That such a program include: 

1. The designation of ‘types of commodities suitable for distribution and 
disposal through private channels. 

2. The development of criteria, governing contractor eligibility. 

3. The drafting of appropriate contract forms. 

4. The establishment of authorities and procedures for Government con- 
trol through accounting, pricing, and other control devices. 
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Recommendation No. 18 

That the Bureau of the Budget on behalf of the President make effective the 
reporting requirements to Congress for overseas excess property (as provided 
in sec. 404 (d) of the Federal Property and Administrative Services Act of 
1949, as amended), by developing a uniform reporting system and requiring all 
agencies owning such property to prepare periodic and comprehensive reports, 


Recommendation No. 19 

That the President promulgate measures and, if necessary, make additional 
legislative recommendations to the Congress, for the maximum utilization of 
domestic and overseas excess property in foreign-aid programs, encompassing: 

(a) Effective coordination between military and civilian Government agencies, 
both at home and overseas, in screening and utilizing excesses for foreign aid. 

(b) Limitation on new procurement for foreign aid whenever the availability 
of substitutable excess property has been established. 

(c) Aggressive promotion of the use of excess property by our agencies in 
countries receiving aid. 

(d) Establishment by the Foreign Operations Administration or other appro- 
priate civilian agency of a worldwide clearinghouse for locating and trans- 
ferring excess property to recipient countries. 

(e) Delegation, where necessary, of authority by the State Department to 
the head of a diplomatic mission to determine whether the disposition of over- 
seas excess property in the country to which he is accredited is consistent with 
the authorized aid program for that country, thereby eliminating unnecessary 
delays. 

Recommendation No. 20 

That the Federal Property and Administrative Services Act of 1949, as 
amended, be revised: 

(a) to eliminate all statutory exemptions for the executive branch of the 
Government from General Services Administration authority for utilization and 
disposal of all excess and surplus real property ; 

(b) to authorize the President to prescribe by Executive order specific ex- 
emptions from General Services Administration authority where fully justified 
in the public interest. 


Recommendation No. 21 

(a) That the Bureau of the Budget develop adequate criteria for systematic 
determination whether real property holdings are excess to Government agency 
needs ; 

(b) That the General Services Administration require declarations of excess 
real property to contain information of a nature designed to encourage utiliza- 
tion of the property by other Government agencies. 


Recommendation No. 22 

(a) That the Attorney General, in cooperation with the Administrator of 
General Services, review present regulations and procedures in connection with 
the referral of proposed surplus real property sales to the Attorney General and 
reduce delays to a minimum. 

(b) That the General Services Administration review its real property dis- 
posal procedures and take steps to reduce to a minimum delays in the disposal 
process that occur in the screening of properties, in the receipt of recommenda- 
tions, in the offering of properties for sale or lease, and in the acceptance of 
the best bid. 


Recommendation No. 23 

That the Congress review, simplify, and codify the statutes relating to the 
transfer of real property to State agencies and institutions for public purposes, 
and establish uniform criteria for determining public benefits and terms and 
conditions governing the use of transferred property. 
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PxHrBIT B— SALE oF MATERIAL ISSUED BY THE UNITED STATES NAVAL AMMUNITION 
DEpoT, MCALESTER, OKLA. 


STANDARD FORM "4 REVISED 
Angus ND De SALE OF GOVERNMENT PROPERTY 


Pes mee asco INVITATION, BID, AND ACCEPTANCE — [Pa"anonne. 


BSNAD, McAlester, Ok! 


“Pv. whats, 3 Jr. LCDR, SC, USN Supply Officer 


Ta ietiedls Meee Maint Mee Rictebonch beethaas on tae 


A bid of 20% percent of the total amount in the form o: posta: u Cd 7 
check, or oer fom of ta Bid "Vodds Pare ae sant papuble'ts thetweoner of tke f th 
Bates, must eccompany the no 

must: ss: Se din aniniiaiicnened 
in the Sy ee oo es er eee 
wD BATE OF BD 

Ta compliance with the above invitation, and subject to all the General Sale Terms and Conditions and any special) conditions, 
the undersigned offers and agrees, if this bid be accepted within _____ calendar days (60 calender days {f no period be epecified by 
the bidder) after date of the opening, to purchase any or all of the items deseribed herein upan which prices are quoted, at the price 

each item. Bid tm the amount of $l eclced. 
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Pass 2 


GENERAL SALE TERMS AND CONDITIONS 


1. INSPECTION.—Bidders are invited and urged to inspect thé prop- 
erty to be sold prior to submitting bids.. Property will be available for 
inspection at the places and times specified in the Invitation. The Gov- 
ernment will not be obliged to furnish any labor for such purpose. In no 
ease will failure to inspect constitute grounds for a claim or for the 
withdrawal of a bid after opening. 


2. CONDITION OF PROPERTY.-—AlJi property listed herein is offered 
for sale “as is” and “where is,” and without recourse against the Gov- 
ernment. If it is provided herein that the Government shall load, then 
“where is” means f. o. b. conveyance at the point specified in the 
Invitation. The description is based on the best available information, 
but the Government makes no guaranty, warranty, or representation, 
expressed or implied, as to quantity, kind, character, quality, weight, 
sise, or description of any of the property, or its fitness for any use or 

arpose, and no claim will be considered for allowance or adjustment or 

or resciasion of the sale based upon failure of the property to correspond 
with the standard ; this is not a sale by sample. 


8. CONSIDERATION OF BIDS.—The Government reserves the right 
to reject’ any or all bids, to waive any technical defects in bids, and, 
unless otherwise specified by the Government or by the bidder, to accept 
any one item or group of items in the bid, as may be in the best interest 
of the Government. Unless otherwise specified, bids must be submitted 
on the basis of the unit specified for the item in the Invitation, and bids 
may be submitted on any or all items. In case of error in the extension 
of prices in the bid, the unit prices will govern. 


4. BID GUARANTEE.—The bidder agrees that (1) the bid will not 
be withdrawn the time specified for acceptance after the opening 
of bids (60 calendar days if no period be specified by the bidder), and 
will during that time remain firm and irrevocable, and that (2) the 
bidder will pay to the Government the purchase price of the property 
in accordance with the bid if accepted. If @ bid deposit is required, 
the bid must be accompanied by said bid deposit. En the enpnt of any 
oot the bidder or any failure by the bidder to comply with all 

conditions of this contract, any deposit made by the bidder may 


terms 

be applied by the 

to the Government thereby, including any loss, cost. and expense incurred 

in selling the and including any difference between the amount 

in the and the amount for which the Government may sell 

property, if the latter amount be less than the former. Deposits 

accompanying bids which are not accepted will be returned. Deposite 

of succestful bidders may be applied against the contract price, and 

upen Gomaseten of the contract, any excess of the deposit will be returned 

to bidder. 


6. EATUEDT —Poguont of the belance of the purchase price, if a 
deposit has been or otherwise of the full purchase price, shall 
be made by cash, or by certified check, cashier's check, bank draft, 
postal or express money order, payable to the Treasurer.of the United 
States, Unless otherwise specified by the Government, payment of the 
full purchase price, subject to any adjustment for variation in quantity 
or weight pursuant to Candition No, 8, must be made prior to the date 
specified for removal and prior to delivery of any property. If any such 
adjustment is necessary, payment must be compl . unless other- 
wise specified by the Government, immediately subsequent to adjustment. 
If the successful bidder feils to make full and final payment as herein 
provided, the Government reserves the it, upon written notice to the 
successful bidder, to sell or otherwise dispose of any or all of such 
pro} 

to 


it to any loss, cost, and expense occasioned 


in the Government's possession and to charge the loss, if any, 

account of the defaulting bidder. The original Purchaser will in 

no way be released from full compliance with the terms and conditions 
of the sale by his resale of the property. 


6. TITLE.—Title to the items of propetty sold hereunder shall vest 
in the Purchaser as and when full and final payment is made, uniess 
otherwise specified by the Government, and except that if the contract 
provides that loadi: will be performed by the vernment, title shall 
not vest until such ing and such payment are completed. On all 
motor vehicles and motor-propeiled or motor-drawn equipment requiring 
Heensing, @ certificate of release, Standard Form 97 (or a State certifi- 
cate of title, if such a certificate of title has been issued to the Govern- 
ment), will be furnished for each such vehicle and piece of equipment. 


1. DELIVERY AND REMOVAL OF PROPERTY.—The Purchaser 
shail be entitled to obtain the property upon vesting of title of the 
weperty in him, unless otherwise specified in the Invitation to Bid. 
Bai very shall be at the designated location, and the Purchaser shall 
remove the property at his expense, The Purchaser shall reimburse the 
Government for any damage to Government property caused by the 
removal operations of the Purchaser. If the Purc' fails to remove 
the property within the specified time, the Government shall have the 
right to charge the and collect upon demand « reasonable 
storage charge if the property is stored on premises owned or controlled 
by the Government, or the property 


and all inciden’ such ‘acing on = 
account, costs it to . ing 

moving charges, shall be borne and pald by ' Purchaser; In addition 
to the foregoing sights, te Government may, after the expiration of 
thirty (80) days after date specified for removal, and upon ten (10) 
days’ written notice (calculated from the date of mailing) to the e 
chaser (which ten (10) days’ written notice may, at the option of the 


contracting officer, be included efther, portly or wholly in the thirty (30 
days specified above or may be in addition thereto), resell the property 
applying the proceeds therefrom against the storage and any other 
costs incurred for Purchaser's account. Any details regarding removal 
of the property as may not be provided for herein, shall be arranged 
woe the contracting officer, which arrangement shall be reduced to 
writing. 


8 ADJUSTMENT FOR VARIATION IN QUANTITY OR 
WEIGHT.—Any variation between the quantity or weight listed for 
any Item and the quantity or weight of such item tendered or delivered 
to the Purchaser will be adjusted on the basis of the unit price quoted 
for such item; but no adjustment for such variation will be made where 
un award is made on a “price for the lot” basis. 


9. WEIGHING.— Where weighing is necessary to determine price here- 
under, the Purchaser, unless otherwise provided, shall arrange for, and 
yay all expenses of weighing material, including all switching charges 
neurred. In case of removal by truck, weighing shall be under the 
supervision of the Government and, at its option, on (s) Government 
scales, or (b) certified scales in the vicinity of the location of the 
property, or (c) certified scales in the vicinity of the Purchaser's 
establishment, or (d) other scales acceptable to both parties. When 
removal is by rail, weighing shall be on railroad track scales, or by 
other means acceptable to the railroad for freight charge purposes. 
Government-approved weighing shall govern payment. 


10. RISK OF LOSS.—(1) After mailing notice of award, and prior 
to passage of title to the Purchaser, the Government will be responsible 
for the care and protection of the property and any loss, damage, or 
destruction occurring during such period will be sdjusted by the con- 
tracting officer. (2) After passage of title to the Purchaser, and prior 
to the date specified for removal, the Government's responsibility wii 
be [imited to the exercise of reasonable care for the protection of the 
property. (8) After the date specified for removal of the property 
all risk of loss, damage, or destruction from any cause whatsoever shall 
be borne by the Pure 


il. LIMITATION ON GOVERNMENT'S LIABILITY.—In any case 
where liability of the Government to the Purchaser has been established. 
the extreme measure of the Government's liability shal! not, in any event, 
exceed refund of the purchase price or such portion thereof as the 
Government may have received. 


12, VERBAL MODIFICATIONS.—Any oral statement by any repre- 
sentative of the Government, modifying or changing any conditions of 
this contract, is an expression of opinion only and confers no right upon 
the Purchaser. 


18. COVENANT AGAINST CONTINGENT FEES.—Purchaser war- 
rants that no person or seliing agency has been employed or retained 
to solicit or secure this contract upon an agreement or understanding for 
& commission, percentage. brokerage, or continggnt fee, excepting bons 
fide employees or bona fide established commercial or seiling agencies 
maintained by the Purchaser for the purpose of doing business. For 
breach of this warranty, the Government shall have the right to annul 
this contract without liability or at its option, to recover from the Pur- 
chaser the amount of such commission, percentage, brokerage, or con- 
tingent fee, in addition to the consideration herein set forth. 


14. OFFICIALS NOT TO BENEFIT.—No Member of or Delegate to 
Congress or Resident Commissioner shall be admitted to any share or 
part of this contract or to any benefit that may arise therefrom, unless 
it be made with a corporation ita general benefit. 


15. DISPUTES.—Except as otherwise specifically provided in this 
contract, all questions of fact Involved in dixputes arising under this 
contract shall be decided by the contracting officer, whose decision upor 
said facts shail be final and conclusive upon the parties, subject to written 
appeal by the Purchaser within thirty (30) days to the head of the 
department or his duly authorized representative, whose decision on said 
facts shall be final and conclusive upon the parties hereto. In the mean- 
time, the Purchaser shall diligently p with performance. 


16. DEFINITIONS.—(a) The term “head of the department” as used 
herein shall mean the head or any assistant head of the executive depart- 
ment or independent establishment involved, and the term “his duly 
authorized representative” shall mean any person or persons, other than 
the contracting officer, authorized to act for him, or any board set up in 
accordance with regulations. 


(b) The term “contracting officer” as used herein shall include bir 
duly appointed successor and his duly authorized representative. 


INSTRUCTIONS TO BIDDERS 


Envelopes containing bids must be sealed and marked in the upper 
left-hand corner with the name and address of the bidder, ident!fication 
of the invitation, and the date and hour of opening. 


Bids should be filled out in ink, indelible pencil, or typewriter. 
Bidder must show total amount bid on last sheet on which « bid is 


16—00086-1 TU. S. GOVERNMENT PRINTING OFFICE  1982—O-212495 


Reverse of Standard Form 114 
August 1960 Edition 
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ADDITIONAL PROVISIONS 


17. Deletions.—Conditions No. 4 (Bid Guaranty), No. 5 (Payment), and No. 
Ss (Adjustment for Variation in Quantity or Weight) are hereby deleted. 

18. Bid guaranty and liquidated damages.—The Bidder agrees that (1) the 
pid will not be withdrawn within the time specified for acceptance after the 
opening of bids (60 calendar days if no period be specitied by the bidder), and 
will during that time remain firm and irrevocable, and that (2) the bidder will 
pay to the Government the purchase price of the property in accordance with 
the bid if accepted. If a bid deposit is required, the bid must be accompanied 
by said bid deposit. If, after award, the Purchaser fails to pay the balance of 
the purchase price, fails to remove the material, or otherwise fails to perform any 
of its obligations, he will thereby lose all right, title, and interest in the material 
hereunder, and the Government may at its election, retain the material and may 
retain from any amount paid by the purchaser as liquidated damages, a sum 
equal to twenty percent (20%) of the purchase price plus any accrued charges 
hereunder. The balance, if any, shall be remitted to the purchaser. 

19. Payment.—Payment of the balance of purchase price, if a deposit has 
heen made, or otherwise of the full purchase price, shall be made by cash, or 
by certified check, cashier’s check, bank draft, postal or express money order, 
payable to the Treasurer of the United States, within five (5) days after notice 
of the award. Payment of full purchase price, subject to any adjustment for 
variation in quantity or weight pursuant to Condition No. 20, must be made 
prior to the delivery and removal of any property. If any such adjustment is 
necessary, then payment must be completed, unless otherwise specified by the 
Government immediately subsequent to adjustment. 

20, Adjustment for variation in quantity.—Any variation between the quan- 
tity or weight listed for any item and the quantity or weight of such item ten- 
dered or delivered to the purchaser will be adjusted on the basis of the unit 
price quoted for such items, but no adjustment for such variation will be made 
when an award is made on a “price for the lot” basis. When property is sold 
on a unit price basis, the Government reserves the right to vary the quantity 
delivered or tendered to the purchaser by 0 percent. If the Government tenders 
or delivers a quantity less than that stated in the invitation to bid, the purchaser 
Rid, the purchaser agrees to accept such quantity and pay the Government 
therefor at the unit price set forth in this contract. If the Government tenders 
or delivers a quantity less than that stated in the invitation to bid, the purchaser 
agrees to accept the quantity tendered or delivered unless the variation exceeds 

percent of the quantity stated in the invitation to bid. In the event of a short- 
ige, the Government will refund to the purchaser the difference between the 
quantity paid for and the quantity delivered, calculated upon the basis of the 
unit prices set forth in this contract. 

21. Loading.—The Government will load tail gate only. No work, other than 
placing material onto the tail gate, will be performed by Government personnel or 
equipment, All material must be picked up between the hours of 8 a. m. and 
* p>. m. Mondays through Fridays, holidays excepted. Where necessary, the 
purchaser must make arrangements for and bear the cost of packing, crating, 
loading, et cetera, incident to transporting all property from its present location. 

22. Interest warranty.—The purchaser warrants that he (she) is not an 
officer or enlisted member of the United States Navy, or a member of the 
immediate household of such an officer or enlisted member, and further, that 
le (she) is not an officer or employee of the United States Navy nor an agent 
tor any of the above mentioned persons, 

23. Consideration of late bids —No bid or modification thereof received after 
the time set for opening will be considered except that when a bid or modifica- 
tion arrives by mail after the time set for opening, but before the award is made, 
und it is determined by the Government that nonarrival on time was due solely 
to delay in the mails for which bidder was not responsible, such bid or modifii- 
cation thereof will be considered. 
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Item No. 3. Alternate bid.—This item consists of all material listed and de- 
scribed in Items 1 through 2, inclusive. Award under this item may be made 
only if the highest acceptable bid on this item is equal to or greater than the 
total of highest acceptable bids on individual items 1 through 2, inclusive. 

Bids for less than the total quantity listed for any one lot will not be accepted. 
Material is sold “as is.” 

Condition of all items—unused, good (except as indicated). All material is 
contained in appropriation purchases account. Located at Naval Ammunition 
Depot, McAlester, Okla. 

See pages 8 through 20 for complete listing of parts contained in each ite. 





- de- 
1ade 
the 


ted. 


il is 
tion 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


The material has been lotted as carefully as possible. 


Reference Notes (for information of Navy only) : 
McAlester Declarations 91/54, 3—55, 


list of items not declared. 


Allis Chalmers 
044360_- ._- . 
5152637 - - - - : 

Bendix Products Div. 
375639 _ - Valve Kit. 

Buckeye T raction Ditcher Co 
T-81-BA Brake Bend__- 

Buda Company 
)E30333 ..-- Tappets-_.. 

c . .... Crankshaft__.- 

Fruehauf Trailer Company 
3¢ Hub-...- 

Ingersoll-Rand Company 
43-C-51............ Valve. 
43-C-52___- Valve. 

La Plant Choate Mfg. Co. 
53444. _- wee nos 

Mack Company 
456GC4135__ 

Vickers Company 
53-277 - - ... Booster. -. 

Ws —— Motor Co. 

123011-G _ _ : Crankshaft___- 

8. K. Wellman Company 
1315. ...- . Lining-- 
17458 _ _ _. Lining-- 

Burro Crane Company 
A-128-2.. ... Gear. 
A-129-2___. ... Gear- 
A-1769_...- 4 eee. 

Baldwin Locomotive Company 
410-7... ... Springs 

Oshkosh \ Company 
31TA ; _.-. Lining 
628 i bidet a Sprocket -- 

Pressed Steel Company 

. Sheave. 
Seat-__- 
Tubing 
naga Enema rin Company 
Wheels, Locomo- 
tive. 

Whitcomb Locomotive Company 

Wheels, Locomo- 
tive. 

Four Whee] Drive Parts 
300-716 __. J . Shaft- 

WOE Setate . Shaft_- 
300722 : . Shaft_- 
300723. _ - - Gear- 
Caterpillar Tractor Company 
REx occ cuceca ee 
<a Pass. 
. Link Assy 
. Gear- 
6B7716 ‘ Piston 
6B9902 ....- Housing 
Sabai . Injector- 
9B2934.__. Rim 

American Locomotive Parts 
6726490 _ __ . Brush.- 

Mercury Mfg. Company 
YRAA54020_...... Brake Shoe Assy_. 
YRP-11553__....-. Rings 
YRP-13415_. _- . Cross Member- 
YRP-876__- .. Retainer 
YRP-6041- . Brake lever- -- 
YRP-9765_ . Stud-- 

Y R-120767 Fork 

Y R-13427 Sue Spring - 2 
Y R-2744797__...... Contact. 
Y R4711304__....... Fulerum~ 
Y R4711513____ Shunt_- 

Y R4-711600___- Support_. 
Y R4-711601_....... Washer. _- 
Y R4-711608____..__ Pinion_- 
YR4 731125 . Base 

Y R473447___- Wheel Star__- 
Y R4-735329-GT_.. Cam 

Y R4735329-GV___. Cam_ 

Y R4735329-G X__.. Cam 


Wheel Assy- 
Housing 


. Crankshaft_-.- 


2 ea. 
1 ea. 


2 ea. 
17 ea, 


12 ea. 
1 ea. 


2 ea. 


4ea. 
4ea. 


6 ea. 
1 ea. 
1 ea. 
l ea. 


4ea. 
3 ea. 


2 ea. 
2 ea. 
2 ea. 


2 set 


16 ea. 
2 ea. 


4 ea. 
1 ea. 
2 ea. 


1 set 


2 ea. 
1 ea. 
3 ea. 
1 ea. 


1 ea. 
6 ea. 
2 ea. 
1 ea. 
6 ea. 
lea 
7 ea. 
2 ea. 


146 ea. 


2 ea. 
3 ea. 
2 ea. 
2 ea. 
3 ea. 
4 ea. 
2 ea. 
2 ea. 
2 ea. 
3 ea. 
4ea. 
4ea. 


3 ea. 
1 ea. 


1 ea. 


3 ea. 
3 ea. 
3 ea. 


3 ea. 


Y R4735: 329-GV. 
Y R4735329-G Z_- 
Y R-4740421G6__ 
Y R4762621___- 
Y R4765905__. 

Y R482035___- 

Y R4929684G L 
Y R5180948-G3__- 
Y R5368630A 2A 

Y R5966023G 2___ 
Y R5966024G1____ 
Y R6700851___- 
Y R68-2038 ____ 

Y R6800885_ 


Mack Mfg. Co. 


MGI1MR21_-. 
11M F1165P2___- 
LLM F356 __- 
119A X1000____ 
121SB21 
121SH20B 

1268S B91 
13BJ179 
13-QC-37P1. 
15BC-182__ 

15E H173 i 
15M T21P10 
182GC Al1101 
182GC1330A P1_ 
187K D11__- 
201SM22____ 
201S X16 

202S M102P2 


Mack Mfg. Company 


2028S M 104P - 
2038 K 28 

214A X370 j 
21Q B124P4__ 
22-SJ13_- 
22SJ15 

222S H49 

23A X121 

23A X 220 

23A X229 
23SH12 

238 H13 

240G C4667 A _- 
253G B A132 
261SH22 

27A X27 
274GC110 

3A X465 

3M FA470P2 
3M F24P1 
301SQA22 
33QT A212A 
33QT A213A 
349GC1654C P1__ 
354A X657 
35N G3402 
353GC 1320 
353GC1471P1 
353GC 1481A P20 
357GC1525AP1 
36A X22 

36R U32P1 
360SJ11 

3648S M35 
367GC A235 
368SJ12 

37A X194 
3938G B11A 

4A X99 
4BG-171 
4GB172 

4M F338P2 
4M329 

42A X77 

444A X115 

44S HI1A 
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However, quantities 
listed are approximate and no adjustment for variations will be made. 


Mercury Mfg. nana 


Cam- 
Cam. 


... Coil... 
. Brushes-- 


I cs taninttae 
Spring. -- 
Holder, Brush 
Arm... 
Switch _-- 
Contact__- 


. Contact- 


Shaft____- 
Stem _- 
Pawl_- 
Switch----- 


Tabde.... 
Tube_- 


j Adapter-__- 


Gasket- 
Gear Shaft -- 
Gasket Set 
Bumper-_- 
Drag Link 
Bushing-__-- 
Handle- 
Tube___. 
Pin 

Pin_ 

Oil Tube_- 
Kit 

Wiper Kit 
Lining Kit 


Lining Kit 
Nut. 


. Control 
_ Lever 


Bushing 
Lever. 


Block 
Piston 
Chamber 


Nut Drive Gear-__- 


Rivets __-_- 
Wrist Pin 
Bolts 
Radiator- 
Core 

Pin 

Wiper 
Wiper 


. Ring 


Washer 
Shutter 
Set (Ring) 
Set (Ring) 


. Set (Ring) 
. Set (Ring) 


Washer 
Tube-__-. 
Seal 
Spring 
Assy -- 
Brake__- 
Shaft ____ 
Ns Soc a 
Screw. 
Washer 
Washer 
Pipe 
Link 
Key 
Fitting 
Washer 


All items contained on NAD 
19-55, 23-55, 26-55, 28-55, 143-54, 17-55 and 


3 ea 
3 ea- 
3 ea- 
4 ea. 
3 ea. 
2 ea. 
2 ea. 
2 ea. 
3 ea. 
12 ea. 
6 ea. 
1 ea. 
2 ea. 
3 ea. 


1 ea. 
2 ea. 
2 ea. 
1 ea. 
38 ea. 
6 ea. 
1 ea. 
4ea. 
1 ea. 
2 ea. 
3 ea. 
3 ea. 
1 ea. 
6 ea. 
3 ea. 
8 ea. 
6 ea. 
1% ea. 


1 ea. 
3 ea. 
15 ea. 
3 ea. 
2 ea. 
12 ea. 
2 ea. 
1 ea. 
2 ea. 
6 ea, 
3 ea. 
3 ea. 
6 ear 
1 ea. 
1 ea. 
100 ea. 
10 ea. 
3 ea, 
3 ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
24 ea. 
2 ea. 
l ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
2 ea. 
3 ea. 
4 ea. 
4 ea. 
5 ea. 
5 ea. 
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ADMINISTRATION OF 


Mack Mfg. Company—Continued 


446-—GC-112 
48A X11_. 
48A X12... 
48SM A29__ 
494GC12 
5C G264. 
5EH23 
54GC19___- 
553GC3183.._- 
573G B210A-- 
5S7T5GCIIZA_- 
M58-A X-92 
590G B1113 
6A X394 
6M T221_. 
6MT414P1 
60A X25 
601D G27 
618J12 
HlOGCI1I5A 
62GBAI1319BP1 
62Q828-P4 
63A X329 
64GBA11268Ap1 
64G BA11308-P 1 
364G BA11309P 1 
657GC120 
657G C222 
7MR21P3 
759G BAI6 
SA LI1516 
8M E1303 
SM E1304A 
SOA X139 
83A Y316_ 
83A X367 
&7A X32 
90J A-1117 
9CJ A118 
98 A X 222 
98 A X325 

Ss. K. Wellman Co. 
1541 

Anthony Company 
18566 

EKiseman Corp. 
H22-290 
H27-958 


Oil Seal 


. Ball. 


BalJl__. 
Cylinder Wheel 
Shield 

Switch 

Stop Light 
Key_. 


_ Head Gasket__- 


Gasket 
Spring -- 
Spring 
Gasket. 
Screw 
Head 
Speedometer - 
Gasket 
Gasket 
Dise 

Bolts 
Bearing 
Lock 
Connection 


. Bearing 
. Bearing 


Bearing 
Thermostat 
Thermostat 
Buzzer 
Crankshaft 
Spring 
Hanger 
Link 
Bushing 


. Clamp 


Clamp 
Grommet Wire 
Lock Nut 
Lock Washer 
Cable 

Cable 


Facing 
Take off assy 


Starter 
Coil 


Galion Iron Works Mfg. Co. 


UCL7-7905-4 
Leece Neville Co. 


Plate 


Flement 
Starter 


Gasket 
Booster steer 
Magneto 


Tire Chains 
Tire Chains 


Light Unit_. 


Transmission 
Assy. 

Stud 

Sleeve 


20803 
2R5O5 
Victor Mfg. Company 
FS1720 
Vickers, Inc. 
53277 
Wico Electric Co. 
C1295 
Acme Steel Company 
2000 900X16 
2000 900 X16 
Tung-Sol Lamp Works, Inc. 
141D 
Hyster Company 
26023. A 
55085 
55087 
55134 


75578B 


J. D. Adams Mfg. Co. 


5A396__- 
Autocar Co, 
2C050A 


Body 


Case 


Joint 


. Gear Assy 


2N0150 . Pump 
21244B . Bushing 
(ieneral Motors Company parts 
2241941 End 
5179954... Arm 
5226563 - . .. Nut 
608204 . - . Ring 
3114520 Radiator 
2099764 . Crank shaft 
2109818 Fitting 
2122664 Camshaft 
2150553 Camshaft 
2150554 Camshaft 
2191029 Manifold 


SURPLUS PROPERTY DISPOSAL 
General Motors Company parts—Con. 
1 ea. 2191562. .....- Manifold 
6 ea. 2206280 _ . . . . Axle f 
5 ea. 2237502. _._.-.. .. Adapter- 
4 ea. 2253478 . Adapter 
4 ea. 2264066 . Shaft 
1 ea. 2264067 Shaft 
2 ea. 3693848 .. Engine 
13 ea. 5152979 . Bearing.-_- 
1 ea. 5154696 . Carrier 
2 ea. 5158902. _ __- .. Fousing 
12 ea, 5174405. _ » DOVER it Bewioes 
3 ea, 5177033 .. Gear Assy 
6 ea. 590500 . Gear ; 
1 ea. 605333 Cushion... 
1 ea. 697686 ah Ring 
1 ea. 5150106_ _ __- . Bearing... 
5 ea. 5151983 . Camshaft 
12 ea. 5153383 FPeater__ 
2 ea. 5153874 Pump 
12 ea. 5173330 Gear 
6 ea. 591264 : Gear _- 
Sea. Hercules Motor Corp. 
4 ea. 7T7010A . Valve 
4 ea. * Ce: Housing 
2 ea. 77297A ‘ Bracket 
1 ea. 80479C . Gear _. 
2ea. Baker Industrial Parts 
3 ea. 17R6790X Armature 
2ea. R.G. LeTourneau, Inc. 
1 ea. C207 ; Nut 
3 ea. C2145-10 Bolt 
1 ea. C172-6B Sheave 
3 ea. R3193 . Plug 
2 ea. R&54 Boss 
3 ea. D2210 Pin 
liea. Northwest Engineering Co. 
6 ea, 2152994 ____ Retainer 
4 ea. 215038D Clutch 
6 ea. 215217 Collar 
1 ea. 215761 Coupling 
1 ea. 216767B Hub 
221203A Hub 
5 ea. 315026C Plate 
31504744 Shaft 
2ea 416775H Shaft 
Automatic Transp. Co. 
2ea 0103 Sprocket 
4ea O1151 Chains... 
02064 Pedal 
1 ea. 0291 . Sprocket 
0481 End Rod 
1 ea. 07226C Valve 
2 ea. 07226D tTousing 
166151 Segment 
2 ea. 324983 Block 
394271 Stud 
1 ea. 377346 Clutch 
B377 Commutator 
lea B541-3C Coil 
B541-3D Coil 
82 ea. B597-3A Coil 
5 ea. B642-3A Coil 
B642-3B . Coil 
24 ea. B661-3B Coil 
B662-3A Coil 
lea. B662-3B Coil 
B664-44 Holder 
4 ea. B681-3A Coil 
l ea. B681-3B Coil 
1 ea. B682-3A . Coil 
1 ea. B682-3B Coil 
012561 Sprocket 
3ea 012651 Chain 
012661 . Chain 
lea 013043 Sprocket 
1 ea. 013271 Contact 
5 ea. 013811 Sprocket 
015113 Sprocket 
2ea 02233 Pedal 
9ea 03353 Wheel 
12 ea 03913P Coil 
4ea 047460 . Cover 
lea B555-3A Brush 
lea B555-3B Brush 
6ea B736-4F Armature 
2ea. Automatic Transportation Co. 
lea 04941... . Guide 
lea 06024... Sprocket --. 
lea 06401 Roller 





Autom: 


0679 
0742 
0875 
16611 
1663) 
17323 
1968; 
2120 
26571 
2702) 
2702¢ 
2756 





61652 
62328 
(2325 
6233] 
62407 
62434 
62457 
2848 
64006 
64193 
64198 
6421¢€ 
64224 
14225 
64226 
64234 
64267 
64296 
64387 
64413 
04414 
64415 


64417 
4430 


t 
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Automatie transportation Co.—Con. Baker Industrial Truck Company 
06791 _ . . Stud 7 ea. F20-4-2 . Shaft... 
074218 Coil... -- ; 4 ea. mae... 2...; Shaft 

7 ... Controller 1 ea. SN 4036_- osc eS 
; 4 ea. W11123X30 Guard 
Latch... 4 ea. W6795X ___- Coil__- ; 
Differential ___ 3 en. X65D4-2.____. Packing Asy-. 
LER eke ccc 9 ea. Y11105____- Plug - -__. 
... Conduit__. 20 ea. Y 287X Resistor 
. Support z 3 ea. Y4911 .. Retainer -- 
270211. _- J Gear 12 ea. Y 8877-79 Hoist 
| ae: ae 12 ea. 1015475 Parts 
275673. . - _.... Shaft 6 ea. 11Y1579X Slab__. 
288323 . - —— a 4 ea. 13Y1746_____ Coupling 
288333. . . e ‘ 2 ea. 1459096 ; Fitting. _-. 
304581... . 12 ea. 1I9W6795X ae... 
306813 _ . . a i 3 ea. 2R3206 Wem. .:.. 
SO7TRBA.. ...- shoe 4 ea. 2Y 10146 Oil Seal __- 
364371... es j ; 10 ea. 22W 9908 X 22 Hose__- 
377103... os Pinion. 3 ea. 221 R5374R X42 Lift 
37711 ww ddw (Gear. 3 ea. 23 W 7009X Switch__ 
Sita eesckesen Gear. 3 ea. 3W 4767 Gear. 
377354. _- le 2 ea. 31R7009X3 Switch 
Sete ke eedokse cS Stud _. 3 ea. 315W9095X Tubing 
377823 _. Sprocket- 3 ea. 316W 9095 X Tubing 
E Bushing - 2 ea. 39 Y 8727 Studs. 
378624R _ _- Support__- 3 ea. 44R1216 Controller 
395993. _ . 5 Gear... 3 ea. 5N6182 Bolt 7 
411453. ..... Condenser - - 14 ea. 512 X67 Plunger 
456473A ......- Nut sy 2 ea. 512X87K Plunger 
456473B_____- Nut ; 2 ea. 72R5891 X22 _- Contact_- 
479681 _ _ . _ Contact_. 32 ea. 73191 Spiders ; 
Switch____ 3 ea. 7340X3 Headnut__- 
.. Switch. - 2 ea. 82R4901 X2 Axle 
6238061......- _ Bushing__- 5 ea. 92 W 100961 L Guide 
623283... _ Contact_. 4 ea. 92W 100961 R- Guide 
623313 5 Handle __. 4 ea. 2W8179X60__ Hose 
624076 . - i, sO I lea. Cummins Engine Company 
624343 . Rod = 4 ea. BM 14708 Lever 
624573 _ . - . ; Plunger. 4 ea. BM30 Weight 
628451... _- Ul 6 ea. H91356 Oil Pan 
he Gear...... 2 ea. 5472-1 Lever. 
641931 A _ __ . Valve... 4 ea. H9216-1 Spring 
641983A__.._. : Chain_.._- 3 ea. H92475 Bushing 
642163B _ __ Hose ____ 8 ea. H9167X1 Valve 
642244... Vaive._. lea. Federal Motor Truck Company 
642251 _ . . . Valve..... 2 ea. 4D7047 ‘ Core 
642261 __. Valve... 3ea. Four Wheel Drive Company 
642333A__......... Contact... 1 ea. 300716 Shaft 
642671... . .. Relay... 3 ea. 68513___- Gear _. 
642964 Handle ___ 4ea. Gatko Corp. 
643873... io ses 3 4 ea. BRBSII67NSF Set 
644131. ..__. ; 16 ea. BRBS2032N D . Lining- 
O44141 825 .54.-2550 12ea. DeSoto Foundry Company 
CHR ceca cuious a —_ 12 ea. 116 Socket. 
(44171 A COL sows 3 ea. 138 : Socket. 
Coo... , 6 ea. 91-2HRS.. Wedge__ 
660241_............ Connector __.- 4ea. Frank G. Hough Company 
664391__..__- Washer 11 ea. TTS221 Sprocket -- 
684334. _. . Pump...-- lea. Howe Fire Apparatus Company 
Te . Biller ecu 6 ea. ee Bearings - 
AE152-1 . Commutator_- 4ea. Industrial Brownhoist Corp. 
AE495-1___ ... Insulator__. 24 ea. N2457 Valve 7 
AE520-34 ._. Ce. li 5 ea. 1585 Center _- 
AE520-3B__....... Coil... 5 ea. 173: LS 
A E520-3C ___ _.. Coil i 2 ea. 1783 _- Worm 
A E520-3D__. i’ Och... does 4 ea, 2039 Bushing 
B225__. ..--.. Commutator-- 2 ea. 2123A Bushing 

Ford Motor Company 2776 Bushing 
1GT6505A__...._.. Valve. : 25 ea. 4432 Bushing 
21A1115A_..__. Hub... 5ea. 4433 Bushing 
21C4209A_......... Gear- 2 ea. 4445. Bushing 
21C4209B___- Gear. 2 ea. 4512 Bands 
29A6110A _. Piston 11 ea, 4556 Roller 
7C8121403___...... Absorber _- 3 ea. 5233 Rim 
S1A6149A________._ Ring___- 6 ea. 5248 Roller. 

Bendix Products Company 5265 Coupling 
STUN oc ae _ Hydrovac j 1 ea. 7006 Rim 
375279... Hydrovac 1 ea. 7007 _ _ - Pinion 

Buckeye Traction Ditcher 7036. Lining - 

The ae Cc .. Bushing International Harvester Company 
! ida Company 7h 2 
MC15054.. I cot ag : ' 81447 R91 _ - Head _. .... 
3561 Gear . 4 LeRoi Company 
4()28 s ‘ s 4 Bearing oe > : A3-203 ans . Oil Pan w 
4288 __ ... Gear.. . Thew Shovel Company 


oN75 : Pump ‘ 10746 Sleeve 


to 
oo 


wm tO dO 


a 


pat BO bet pes tees OD 


RD ee oe et NOS 


ee 6 
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Yale & Towne Mfg. Company Baldwin Locomotive Parts—Con. Miscel 
K10544B a . Cam. 4 ea. 60-07-102_ __- Con. Rod__- 8 ea 77E 
K10544C_____ Cam_. 4 ea. 60-07-106_ _ - . Bushing__--- 4ea 77E 
K10544D_____- . Cam.. 4 ea. 60-08-113....... Ring 20 ea 77B 
K156C Fork_. 1 ea. 60-08-146_ _ _- ; Piig.. 2 ea 77B 
K6510A Rollers_. 10 ea. 60-14-157___- . Gasket- 22 ea 77B 
K6511A Shaft __- 8 ea. 60-15-121_ . Valve.-.- 5 ea. 77B 
K6512A Bracket 4 ea. 60-16-022 Bracket_ 3 ea, 77B 
K6625A Gear _- 4 ea. 60-16-032 5 Gs aps 1 ea. 77B 
K9123C Drum 5 ea. 60-16-147__- . Guide__- 5 ea. 77B 
K9155__- Drum 10 ea. 60-16-151_- Bracket- 1 ea. 77B 
K9210C . Hooks 8 ea. 60-16-162 Lifter. 7 ea 77B 
K9344___.. Shoe... 3 ea. 60-19-016 Injector 5 ea, 77B 
Y K877 Coil... 8 ea. 60-20-127 Valve. 4 ea. 77B 
Y36K1185 Commutator.. 2 ea. 60-22-239 _ - Seat... 4 ea. 77B 

Zenith Carburetor Company 60-43-346_ _ _- Actuator 1 ea. 77B 
K509 a... 6 ea. 60-69 -129__ .. Switch_- 3 ea. 77B 

Baldwin Loco. Works 645896 Pinion _- 2ea 77B 
1017375_- _- Drum ao 1 ea. 67—2-292 - - - Screw 3 ea 77B 
1017433 __ _. . Reverse- 2 ea. 67-2-420.___- . Shaft 3 ea 77B 
1068451... - Bearing --- 1 ea. 67-8-£74. Bearing lea. 77B 
1123014 ___- Case 7" ] ea. 67-8-2¢ 5. Shaft 2 ea. 77B 
1154926 ___. . Dise . 1,850 ea. 67-8-95 Water Pump--- bea 77B 
1173335. ... Contact 1 ea. 74500 Bearing lea 77B 
12-8-3-- - Ringer _- 1 ea. 76-1-2730 Spring 8 ea. 77B 
1216126___- Valve 1 ea. 8205-8 Connector 33 ea. 77B 
1240794... . Contact lea. General Electric Company 77R 
1250709. _ _. Relay. 1 ea. 17C M21BE23___.. Switch ea 77B: 
1295818 _ _ - - Are box. 4 ea. 4729501 P1_.. Housing_- ea 77B: 
1295953 - -  - Valve. 1 ea. 6751173G1____. Armature ea 77Bi 
1295954. _ _- Valve 1 ea. 8864951 P49___ Race 1 ea, 77BS 
1295962. - . . Regulator- lea. Contractors Machinery Company 77B¢ 
1295966... Resistor 1 ea. 431. Control ball_- 4ea 77B¢ 
1297202 - - - - Bearing 3 ea. 7030X2_- Cup.... 8 ea 77B¢ 
1297210- . -. Bearing 2ea. Cullen Friestedt Company 77BS 
1297217. - -- Bearing - -. 4 ea. A1335 U Joint__- lea 77BS 
1297231... _- . Bearing 2 ea. A1338____ _ U Joint 1 ea, 77B9 
1307185... Contact 4 ea. A1378B.. . Chain_. 1 ea 77B9 
1344331 . . .- Regulator. 4 ea. 9A44__ Spring -- 2ea 77B9 
1344469. - _- Resistor 1@a. Kalamazoo Mfg. Co. 77B9 
1354532_........... Relay. 1 ea. M6472 Sprocket - 3 ea 77B9 
1490852 _ - ..--- Guard - -__- 2 ea. M8104 E Sprocket 6 ea 77B9 
180-6. - .- Valve 2 ea. WASIIT96 Transmission 2ea 77B9 
sno-)..... Guard 4 ea. 2637... Bearing - 7 ea 77B9 
19-8-1223 - - .. Guard 2 ea. 23264 ” Ree 20 set 77B9 
19-8-3078__........ Bolt . 2 ea. 23317 __ . Housing-..-- 9 ea T7 BO 
19-8-3003.......... Lever... 5€& Brookville Locomotive Works 77 BY 
19-8-3094_ _ _. BATOE ckt-cetau 6 ea, 3081 __. _ Sprocket - 2 ea TTB! 
19-8-3095 .....-.- Lever. 7 6 ea. 3082. __ . Sprocket - 2ea T7B9 
19-8-3625_.....--.. Valve. 4ea. Westinghouse Airbrake Company 77B% 
19-8-6137 - Shoe... 11 ea, 502709. Rod 8 ea. T7BO% 

Automatic Transportati mC ompany 614610... Rod... 3 ea T7BO 
388543 B _- Contact 7 ea. 514645... _ Valve 6 ea 77 BOS 
481377 - - Contact. 2 ea. 514676 . Plunger 7 ea 77BY 
624267. - - Tilt 1 ea. 515196 . Intercooler. --- 2 ea. 7B 
624847P ___. Lift 1 ea. 516005 Intercooler -. 2 ea. 77 B96 
629544 _ - - Switch 5ea. Truck Engineering Corp. Electrie d 
642393 - - - Cable 3 ea. B867___- Lining & Rivets_ - 8 set Used 
660984 _ _ _ Lift Assy... 4 ea. Gardner Denver Company 

Baldwin Leomotive Parts 12C 21. Bearing - 4ea 
1986138 . - - - Shoe - 24ea8. Bendix Westinghouse C orp. 

2232004 _ _ .- Bearing - 6 ea. 217531 Chamber....-- 7 ea C. Spa 
23-5-811-8 - - Moulding. 38 ea. Mi ine lianeous Bearings K-8 

23-8-158. - - Wiper... 5 ea. 7B11100810000__._ Bearing. 2a \ir Maze 
23-8-36- ...-- Weather strip 20 ea. 77B11101002000.... Bearing. 2ea AM 

24-2-490. . ..- Arm. 6 ea. 77B111010030100__. Bearing. lea is Cha 
24-8-36- - - Channel -- - 21 ea. 77B 111025038004... Bearing. 13 ea 035831 
295A4_____- - Hose 4 ea. 77B 111030040000. __ Bearing --- 2 ea. 040743 
306 Bearing 7 ea. 77B 111035020000 _ Bearing a 10 ea. 034310 
32-1 . Hanger---- 46 ea. 77B111035028003... Bearing. 6 ea 041466 
352-1 __. - Hose 14 ea. 77B111035031000_.. Bearing 2ea 04964 I 
3585-1. - . . Pump l ea. 77B111045030500__. Bearing 12 ea. (American 
37-8-69_ _ - - Retainer-- 3 ea. 77B111050020500_.. Bearing - 2 ea. ADL 
37-8-72._... Lock 10 ea. 77B111050021500 _. Bearing_ 4a PVE 
37-8-89_ - - - Knuckle - - - 4 ea. 77B111055022000... Bearing- 3 ea. PPK 
ee Bearing - l ea. 77B111055030500__. Bearing. 2 ea. Austin Wi 
401-1430. - - - Ring -- 3 ea. 77B111060020000... Bearing- 5 ea. PGF 
40-8-116. - .. - Ring 3 ea. 7111060030000... Bearing Lea PGF 

410A7_____. - Spring --- 6 ea. 77B 111065030000... Bearing 1 ea. € Autos 
410E3___.-- Spring - - - 6 ea. 77B111065032000__. Bearing- 1 ea. +TE 
461A4____ Block - - . 3 ea. 77B111070020000_.. Bearing- 5ea +-GD 
461 B3 _ _ __- - Shaft_-. 1 ea. 77B111070032000.__ Bearing. 4 ea. 13-k01 
47-2-1410___. Center 8 ea. 77B111075021000._. Bearing. 2ea 13-K4 
4853-1 _ . - Shaft... 1 ea. 77B 111080021000 _ Bearing. Gea 13-L 

523-3 _ _ - Pulley lea. 77B 111085020000... Bearing- Lea. 13-K~ 
533C2______ Heater 4 ea. 77B11112010-8001__ Bearing- 3 ea \-TE 
59-8-273 - Cut out 4ea. 77B112020031000._. Bearing - 2 ea 2-T--4] 
596282 - - Plate... 16 ea. 77B112025041000__. Bearing 1 ea 2-JA~d 
60-04-5864 - Stud _- 3 ea, 7112035020500 Bearing - 2 €8. 2-NB 
60-07-005 Bolt__..- 11 ea. 77B112040030000___ Bearing - 4 ea. 
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Miscellaneous Bearings—Continued 
77B112055030000-_ _. Hearing -_. 
77B112055030500___ Bearing - 
77B112060021000_ Bearing - 
77B112060031000__. Bearing. 
77B112070020000___ Bearing __- 
77B112075020000 Bearing --- 
77B112075021000 Bearing - 
77B 112075030000 Bearing -_- 
77B112080020000___ Bearing 
77B112080030000__. Bearing. 
77B112085020000._. Bearing 
77B112085031000__. Bearing. 

77 B 112100611000 Bearing 
77B112105020000 Bearing --- 
77B115038010000___ Bearing- 
77B117014254000 Bearing. 
77B117017063000__. Bearing. 
77B 117020155000 - Bearing. _- 
77B117025153003 Bearing - 
77B117030153000__. Bearing 
77B 117035254000 _ Bearing _. 
77B119030334000 Bearing - 
77B119035334000 Bearing 
77B132020020000 _ Bearing 
77B133020020000__. Bearing 
77R 146015320000 Bearing 
77B212030020000 Bearing 
77B341014110000 Bearing 
77 B354024034300 Bearing_ 
77B991110440000_ Bearing - 
77 B991120130000 Bearing - 
77 B991120140000 Bearing 
77B991310090000__. Bearing 
77B992122080000___ Bearing 
77 B992113060000 Bearing - 
77 B992140080000 Bearing 
77B992143130000 Bearing - 
77 B992610080000 Cup. -.. 
77B992610020000 Cup 
77B992610090000 Cone_. 
77B992610350000 _ _ _ Cup 
77B993430010000 Cup 
77B993450040000__. Bearing 
77B993630380000_.. Bearing. 
77B999125020000 Bearing - 
77B999125250000 Cone_. 
77B999125260000__. Cone__- 
77B999126020000_._. Bearing 
77B999126250000__. Bearing 
77B999127260000__. Bearing 
77B999130070000 Bearing 
77B999130190000__. Bearing 
77B999130420000_.. Bearing 
77B999140050000__. Bearing 
77 B 999560200200 Bearing 
Electrie defroster, 6 volt, 
Used. - 


Item 2 


\.C, Spark Plug Company 
K-8__. Pump Line 
\ir Maze Corporation 
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The Autocar Company—Continued 
2-S A-248 
19-T-501-C ____ 
2-T-2634 

T-2170-B 


5 
25-GD-102 
2 
2 


G-223-C. 
D-01047 


The Autocar Co. 


10-S B-0920 
10-S B-0550 
17-RL-01130 
16-RL-01135 
6-B-2689 


Bendix Products Corp. 


BK-22454 
B K-13034 


Studs 
Housing 
Gaskets_ 
Screws. 
Straps 
Gear 
Bearing 


Housing 
Fousing 
Blades 
Arm 
Bearing 


Brake. Rod_-_ 
Tee 


Bendix Stromberg Company 


382227 
5-31-17 


Pump 
Kit 


Bendix Westinghouse Company 


215946 
203286 
2199511350 
221359 


375251 


ADL-150-U-552 


Screw _. 
Boot 
Chamber 
Kit 

Body 
Nozzle_.- 


American Bosch Company 


GE-708_. 
GA-701 


Gear 
Gasket__ 


Barret Equipment Company 


R-350 


Borg Warner Company 


112-6000 


Nut... 


U-Joint Assy 


Briggs & Stratton Company 


68151 
63788 


The Buda Company 


M-60094 
No number 
1D E-3284 


Ring 
Valve 


Valye__- 
Gauge_- 
Screen 


Baker Industrial Truck Company 


419 


Y-8156 


Rivets 
Gear __ 


Carter Carburetor Corp. 


‘ 


1 
M 20007B 


J. I. Case Company 


Gasket Kit 
Carb. Kit 


Gasket __- 
Gasket __ 
Packing 

Gasket_. 


Caterpillar Tractor Company 


8B-6073-C 
4B-9994 
3B-7230 
7 B-3462 
4B-5192 
4B-9044 
8F-3806 
2F-2394 
2A-5890 
2A-3234 
6B-8453 


Lining 
Seals 


. Bearing 


Bracket 
Arm 


. Sa... 


Shaft 
Bearing 
Retainer 
Shaft 
Seal 


1 ea. 
1 ea. 


120 ea. 
1 ea. 


1 ea. 
1 ea. 


1 ea. 
1 ea. 
7 ea. 
1 ea. 


2 ea. 
18 ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
3 ea. 
3 ea. 
1 ea. 
1 ea. 
2 ea. 


Pe ee ane ST eel 


aay 


AM-41. Filter. _. : 2 ea. 7 B-9966 Collar __- 1 ea. 
\llis Chalmers Company 2F -8287 Screw _- 1 ea. 
035831 _ .. Spring. -. 20 ea. 1F-9106 Screw 1 ea. 
040743 ; Connector - _ _- 17 ea. 1A-3588 Washer : 2 ea. 
034310 ; _ Serews 7 ea. 5B-7021 Lock __ 18 ea. 
041466. __ Gear . 2 ea. 1B-2693 Screw ott 10 ea. 
04964B ___ Lining 2 ea. 6B-8201 Fork 12 ea. 
\merican Bosch Company 6B-2779 Shaft ___. ‘ 1 ea. 
ADL-155-U-390 Nozzle 20 ea. 4B-8174 Shaft ; 1 ea. 
PVE-30-1Z__- Valve 2 ea. 3B-5758 Bellows 1 ea. 
PPK-5/7Z Plunger lea. 5F-8013 = Gasket and 2 ea. 
Austin Western Company 2B-632 : Seal 1 ea. 
PGF-8242 Gasket 4ea. 3B-121 : Pen 3 ea. 
PG F-8237 Shaft ea. Chicago Pneumatic Tool Company ; 
The Autocar Company 9-12157 Gasket . 18 ea 
%TE-W-3146-H _. Lining_--- , -271879 Gasket 4 ea. 
4-GD-438 __ Gear. ‘ No part number... Gasket__ 4 ea. 
13-k0157 .. Spring--. ; 1-14232 Gasket... 1 ea. 
13-K409-BL. Spring . , Chrysler Corp. rm 
13-L-050__. Main Leaf__. : 1271637 Tie Rod F 1 ea. 
13-K-O156_ _ . Springs--. F 1095965 Channel 5 ea. 
19-T E-335 Gasket. : 619057 Spring 3 ea. 
2-T-4181-C __. Gasket 1111685 Gasket ; 1 ea. 
2-J A-3495 Gear . 1119717 . Shaft 1 ea. 
2-N B-41206-A__._.. Manifold__- / 9561-S B-10 Bearing 1 ea. 
+-G A-21224 .. Gasket 1 9563-S A-10_ _- . Bearing- b _ 2 ea. 








Deleo-Remy parts 
_ Ree 


ee ee 


WEP EN Es cocetace . 
SUNVGR... 42s... 


K-17 


Kiseman Corp. 
26825 ___- 


Eclipse Machinery Co. 
.-1731 . Head 


Electric Autolite Corp. 
M AW-3132........ 


GCE-2050 
ML-1010 
ML-1007____._-- 
GGW-2006F ___. 
ML-2035A ____- 
M B-2006_____- 
M Z-2108-A 

V R-200-X ; 
GEB-1005-A ___- 
V RP-4009—-C 
1GS8-3004_. 
ML-1009_- 
1A T-2023-RJ 
M R-1005 
1GC-4705 
1GC-4236-A 
1GC-4407 
1GC-4703 
1GC-4706-A 
M L-1008 _ - 
GGW-2002..- 
GCD-1077 
M Z-1010-D 
M Z-1009 _ - 
M Z-2156 


. Armature --- 
. Armature. 


. Regulator. -- sia 


658 ADMINISTRATION OF 
Chrysler Corp.—Continued 

1241545 .... Ring set 

866389 Flywheel 

921201 Rod 

BT-1187-D Lining 

595602... . Bushing 

924264__ _- Housing 
Armstrong Bray & Company 

PH-18511 Shaft 
Cushman Motor Works Company 

A-8-475__..-- .. Cleaner -. 

35-19... Cylinder 

A-69-60 Gear _. 

5-271 i Shaft 

A-11-92 Carburetor 

1-A 23-147 . Clutch Assy -- 

7-54__....- Case 

5-184 Pistons 

73-16 . Bushing 

A-12-226___.. Kick Station 

A-5-226 Pedal Starter _. 
Deleo Remy Parts 

5535 Regulator 

1118229 Relay 

18781821 Clamp 

FC-4668 Piston 

1879058 . Shaft bs 

826094 Plate ___. see 

1110213 oes 48. Dss.....0-084 


M. G. Dist__- 
M. G. Dist 


. Band 


M. G. Generator i 


Winding Coil----- 


Bendix 
Head Asy 
Coil 
Coil 
Armature 
Armature _ 


Coil_- 


4 Regulator - ; 


Plate Asy..... 
Coil... -- van 
Vacuum Control 
Head Asy 


. Distributor _- 
. Distributor 


Distributor 


_. Distributor. . 


. Distributor - -- 


Coil 


_ End Assy - 


Drive end 
Coil 


. Coil 


Plate a 


Highway Trailer Company 


7B-373 


Adjuster ees eae 


Ingersoll Rand Company 


X1181-T 

P P-397 

90136B 4 
Federal Mogul Corp. 

8921-B-100 

8923-B-100 

FM 9325-A8 


Ring 
Spring - 
Valve. 


. Bearing. 


Ford Motor Company 


01T-7084 
11A-3310 
01T-7074 
01T-3524 
F-1____ 
1GC-1107 
18-474. _- 
29-A-6149-B ___ 
1GA-6149-A2__ 
18-6659 A 
K-29-B6-S1 
92Y 2018 

11 A-2853 
01T-7223 


Bearing - 
Bearing - 


Cross 
Sleeve 


. Bearing - - 


‘ 


Shaft 
Regulator 
Cap 


. Kit... 


Set 


. Ring set 


Gasket — 
Ring 

Lining. - 

Cable. 


. Gasket 


SURPLUS 


2ea 
1 ea. 
1 ea. 
5 set 
1 ea. 
1 ea. 


2 ea. 


2 ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
4 ea. 
2 ea. 
2 ea. 
1 e@a, 
1 ea. 
1 ea. 


1 ea. 
1 ea. 
54 pr. 
3 ea. 
3 ea. 
2 ea. 
1 ea. 


1 ea. 
2 ea. 
1 ea. 


1 ea. 


1 ea. 


5 ea. 


5 ea. 
2 ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
1 ea. 
2 ea. 
1 ea. 
1 ea, 
1 ea. 
4 ea. 
1 ea. 
2 ea. 
1 ea. 
1 ea, 
1 ea. 
1 ea. 
1 ea, 
2 ea. 
1 ea. 
1 ea. 
1 ea. 
11 ea. 
5 ea. 
2 ea. 


4ea. 


4 ea. 
2 ea. 
6 ea. 


1 ea. 
1 ea. 
2 ea. 


3 ea. 
5 ea. 
4 ea. 
3 ea. 


4ea 


11 ea. 
3 ea. 
9 ea. 
4 ea. 

52 ea. 

11 ea. 
3 ea. 
1 ea. 

11 ea. 
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Ford Motor Company—Continued 


51A-7109-A2___.._- ae eee 

01T-6108-D______-- Puen. ee 

8E H-10005___..._-- Armature. -_...- ah 

2NC-7074___.....-. Bearing. --......-- 
Fruehauf Trailer Co. 

a Ree 
Contractor’s Motors Corp. 

F-400-—A-335 Weicet ike 
General Motors Corp. 

38940... .. | DR ccs boo 
a EAE 
ee ee 
2224083__.......... Water Pump--.--- 
BE ness ue eee Ae eS 
SONNE ceesccuuntit BNE sc wtkebanas ac 
3657169... _- SU Gs «ods oxen n> 
COPORS.. « coc c nes cdcl ee ee 
J ees ee ee 
a, eer | A eee 
2191756. ___.-- . Retainer. _.-....-- 
 , ee ll ae 
ee eee 
§158480.......... ee cae s as 
608784... _. ( MEE ss cue eeoe 
lee S GRR  decake sane 
ee 1 Se ee 
| eee Shaft __ ie pa paws 
i eee sods We ccucbbab owen 
TS oe aee vo 
0 Gasket hd Sots 
SRO is dawocsnnd EL 
NT ee | SR 
$65604.......... a Bh Lee 
SONNE 6 65 oes SI TR cwcciceel es 
2155003. . - ouddd WEscdeckakeues 
034722. ........ ee eee 
ee sone oo st. 
ee Gitet.5 2520 i 
5150059. . . = a 
COB i cscccccs ce Loccbense: 
5150303 _ _ _ _- Retainer -_-------- 
SR ionic tween Spring. .<..- 
267887 . . . ... Shaft ; 2 
BeBe ccsccs Acces Rem 
839026 _ _ . Pipe. _- 

No number ey URL. cvoeteunnsee 

Gardner Denver Corp. 

AW X-523 Impeller 
25—-C-519____- Gasket __ 

25-C -520 Gasket .. . 

Guide Lamp Company 

415-B__- _.... Amber Lens 

5939210 Amber Lens 
Garwood Industries Corp. 

K 40188 Piston 

BP-126_- x. Pim 
Graybar Electric Company 

25-C-495 Gasket.. 
Hercules Motor Corp. 

76024 _ - Sprocket 
4765. Pin 
20012 _ Valve_- 

18876-003 Pins 
19680-A __. Flange 

American Metal Div. 
1D-128 V-Belt 


Ingersoll Rand Company 


500-4009B Guide 
International Harvester Company 

4515-D Pin 

58358-D Gear _- 

47961-DA_. Lining 

68543-D X- Lining 

13841-DA_- Ring. 

29203-H Seat 

63322-D ‘ Rail 

48720-DAX._...._.. Shaft 

21795-D Oil Seal 

47776-D Pin 

42A88-D AX Bearing 

K-7 Housing (used) 

62460H AX Housing. - 

M32679_. . Coster 

6747-D _ _-- Pulley 

M32815-- _. Sleeve 

624-DA- . Plates 

253975-R94 Injector 

94215 H38869 Line Rod ae 

93913-H _ ..---- Retainer. -.--- 


3 ea 


5 ea 


SO OS et 


li 


ternat 
47:203- 
98447 
17430 
Q79065 
97704- 
13336- 
151 50- 
84663- 
75256 
70665 
1231 
61716) 
4675) 
0280: 
10281 
0503 
1618 
15091 
49741 
{H5R3 
35673 
AROS 
29456 
26066 
68076 
W113 
Issey 
16030 
1 G0Y- 
11644 
11642 
11644 
10041 
12188 
11187 
13952 
16107 
{5286 
84.505 
s404 
10083 
7789 
62348 
64034 
70975 
5151 


95146 
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International Harvester Company—Con. 


$7203-D 
98447-H 
17430-HH 
17965-HX 
97704-HK 
93336-R91 . - 
95150-H . - 
84663-H __.. 
74256-H 
70665-H 
61231-HK 
61716R21 
(4675H * 
\0280-HLA -._- 
\0281-HA - 
50503-H 
1618-H 
15091-D 
49741-DA_- 
1§583-D _ 
35673-H 
5808-D 
29456—-H 
260667 R92 
(8076-H 
H113DH 
iIss6Y 

16030 
1909-Y X 
116446-H 
116424-H BX 
116440-HAX 
100418—H 
121884-H - 
1118705-HX 
13952- H 
16107-—D 
45286-D 
4505-D 
8404—D 
100834—HX 
43 $275-H 


113712HBX 
1712-V 
53401 R11 
F C-7003.- 

he Kron C ompany 
3-541 


Leece Neville Company 


27260 
13-CC6-V 


Bearing 
Impeller 
Bracket- 
Link 
Piston. 
Seal 
Insulator 


. Pin 


Gasket 
Stud _- 
Piston 
Piston 
Stop 
Guide. 
Bushing 
Gasket 
Gasket 
Gasket. 
Washet 
Gasket 
Bearing -- 
Gasket 
Bushing 
Gasket 
Gasket 
Gasket 
Washer 
Nut 

Seal 
Washer 
Cap 
Bearing 
Clip 
Grill 
Bearing 
Gasket... 
Gasket 
Spring 
Bushing 
Cover 
Pedal 
Hub Cap 
Gasket Set 
Ratchet_- 
insulator 
Nut 
Insulator 


. Insulator 


Facing 
Collar 
Bolt 
Piston 


Cups 


Rigging 


. Screw. 


Breaker. - 


Mack International Company 


MG 

GSA X89__- 

68-K HC-356P2 
fk8-K HC-356Y P1 
14-MO-39P 1 

th AX-176 ‘ 
39-K H-11B_ 
773-K B-28 ___-. 
208GC A-31.. - 
10-QL-54-B 
811-BC-259 
552-GC-21___.. 
24-KH-1199 
914-18522 

56-K H-352-A - 
SEHFA-3B 
11BC-262 

A X~233_........ 
56A X-120____. 
S5-KH-21 

8-A B-177___- 
3-QD M-289 
105-GC-449A 
914- 26950 


202-SM-89_. 
50-KH-24-P1 
617-K B-31. 


Knuckle 


Cable 
Shaft _- 


. Shaft-_--- 


Tail light 
Bearing 
Pin 


. Gear 
. Line 
. Support. 


Gasket __- 
Gasket... 
Gear Asy- 
Gasket 


SS 


Gear 
Gasket 
Washer . 


..- Gasket._- 
. Gasket 


Gasket 
Lining - --. 
Manifold 
Gasket 
Gear 


--- Gear -- 


Lining 


. Gasket 


Gasket 


SURPLUS 
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me CP DD ND te 


Mack International Company—Con. 


6§20-K B-21 

20-Q F-22 

10-E-J R-29 

26-M R-18P2 

63-A X-1221 
5-QH-32-P2 

13-QC-29-P2_ 

24-K H-142 
— ord Corporation 

S-2370 


PROPERTY DISPOSAL 


. Gasket 
Gasket 
Contact Cap- 
Button 
Bush 
Steering Link 
Drag Link 

. Gear & Pinion 


Gasket 


National Motor Bearing Co. 


E-802-A 


Seal 


Northwest Engineering Company 


S-1387 
S—58s8 
113957 
131154-B__ 
W-10 


Pin 
Pin 
Nut 
Pin 
Lock 


Packard Motor Car C ompany 


360386 
348083 
303749 
348945 
315157 
302405 
No number 


Reo Motors Company 


$1125 

134-K 1 
232-A4 
528—M 1 
225-M 5 
453-H4 
1522-A2N 

Schaler Company 

8996-S-F 


Spicer Mfg. Company 
......-- U-Joimt 


SF eA 
26126 


Lever 
Bearing 
Bearing 
Insulator 

. Gasket____- 
Trunion 

. Hub cap 


Carburetor 
. Gasket 
Gasket 


Brake Chamber 


Union 
. Arm 
Ring-- 


Shaft 


Kit 


Stewart Warnes Company 


690-B 
Timken Detroit Axle 
226-D6 


Victor. Mte. Gasket Co 


13 

54l- ‘GB: 13 
27720 
822218 
3194-A 
28659 
25800 
25198 
34710-34579-H A 
25000 
33483 
49897 
B-365-A 
114000-A 
B-1960—C 
986 
MS-12088 Kk 
2147103 
17597 

7807 

68477 
22986. 
66457 
67247 
65647 


Connector 


Company 


Washer 


jompany 
Gs sk 


. Gasket 
. Gasket 


_. Gasket 


Gasket 
Casket 


_. Gasket 


Gasket ___- 


_. Gasket 


Gasket 


a9 Gasket 


Seal____ 
Gasket 
Gasket __ 
. Gasket 
Gasket 
Casket 
Gasket 
Gasket 
Gasket 
Gasket. 
Gasket __- 
Gasket_- 


.. Gasket 


Gasket 


Wagner Electric Company 


F C-10237 
FC-10491 

F D-6021 

F D-2951 

F C-2037 

F D)-7488 
No Number 
No Number 


Piston 
Hose 
Body 

. Casting 

. Gasket 
Plates_. 
Body 
Springs 


Waukesha Motor C ompany 


7716-A 

B-2048 

B-5419 
0100496-B 
123008-A 
35110-C 
33-G-12000-550 


. Spindle 
Gasket _. 
Packing 

. Injector 

. Bushing 

. Bearing 
Gasket 


Weatherhead Company 


Hi71.... 


. Hose_- 


mt et ND ee 


659 


~ 


So Ge 


CNN MRD ee me me OO 


reerererererrrr && 


- 


ee 
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Waukesha Motor Company 


74569 

Wico Flectric Co. 
20714 7 
X-4930__- 
X-4929_ ._. 


nach maaibnaitice 


. Magneto.. 
.. Coil 


Stator 
Stator 


Westinghouse Electric Company 


945524 
1416772. _- 
1416765 
68705131 


. Contacts_. 


Can plug 


. Stem 


Bollar._ 


Willys Overland Company 


GPW-3577 -. 


GP W-18365__ - 


GPW-3589 
GPW-6615 
GP W-18355-B 
GP W-18384 
GP W-6766 
GP V-17242 
G P\W—-5298 
G P-3292 
GPW-8575 
A~-1197__ 
A-OR7 
A-1368 
A-7842 


. Serew__. 
. Gasket set 


Ring 
Strainer 


_ Gasket 7 
. Gear & Pinion_. 


Gange 
Cable 


_ Clamn 


Tie Rod End 
Thermostat 
Hose 


. Bnshing 
; 7a... 


Kit 


8. K. Wellman Comnany 


PC-8] 


Wisconsin Motor Corp. 


AE-76-C 
AE-76-N 
278 . 
HG-2047 
No number 


Facing 


Valve 


MIO: —os0ceas 
. Soring...... 
. Snrocket .._. 


Ring Limon 


Zenith Carburetor Comnanv 


C-181-71 
10186 


VE-440 


. Gasket Kit 
. Carburetor Asy 
Wisconsin Motor Corp. 


Rod 


Pittsbyrg Plate Glass Comnany 


7530 : 
Centaur Company 
C17-41 
C-10 
C10-10 
20-12 _. 
C25-52 
31-341 
CR5-3 _- 
RS-4-3 
C 52-81 
C26-5 
C85-3 
C41-7 
C38-42 
Jari Prod” cts Inc. 
C26-7 


C53-3 


1180-P-101-A 


Glass 


Bushing 


' Shaft 


Arm 


_ Retainer = 


Bnshing 

Seal seahiedwhne 
Housing. _. 
Head 


. Bolts 


Gear 
Flange 
Belt 
Bushing 


Gear 
Nut 
Head 
Nnt 
Chain 
Wheel 


Jacobson Mfg. Company 


07215 


Gasket 


Baldwin Locomotive Works 


567410 

Lox1 46x13 
190x32x58”’ 
19-8—3006 
19-8-2461 
20-24-106 
59-8-G38 
600-07-103 _ - 
f0-19-120 - 
No nv mber 
19-8-306 
SY-107-15 
67-S-108 
26-8-3S 

L-1 

77736 
19-8-2447_._. 
19-8-2505 
948664 _ _ 
780084 
67-8-636 
R405X4__. 
1018527... 


59-8-406..._-_- 


59-8-400_ - 


Exnrander.- 
Bolt 
Screw 
Brshing 
Inlet 

Nut 
Bearing 
Bearing 
Cover 
Pump 
Pin. 
Gasket _- 
Sleeve 
Valve 
Valve 


. Gasket 


Strap 
Brshing 


. Contact 
. Tube 


Shaft_. 
Elbows 
Valve. 


. Contact 


Contact 


SURPLUS 


PROPERTY DISPOSAL 


Baldwin Locomotive Works—Con. 


1250690... ...- 


59-8405 _ _ 


BI O0Fs. nna ncdk 


43-W-4000 
59-S—401 - 
L-7 


..- Ins ‘lator... _- 
~ ‘“Pemtaet: . <<<. 

Valve._.. 

. Washer 

.. Contact 

.- Brushes 


Automatic Transportation Co. 


Y-04746-O 
888483-B 


Pig. - . 
Hose Asy-.. 


Kalamazoo Mig. Co. 


M-6506__ 


Oil Seal__- 


Holley Carburetor Co. 


06496 _ _ _- 


Body 


Westinghouse Airbrake Co. 


514644. _ 


Gasket 


Hoffman Specialty Co. 


R Y-390-B 


Bearing - -- 


Thew Shovel Company 


4775_. 
6814-C sa 
X-4415_..... 
6813___ 


. Spacer 

. Bushing 
Pihcu« 
Bushing... 


Miscellaneous unidentified items 


395922 _ - ‘a 
C17390-X _--- 
202743 _ _ . 
1-74104___ 
6997. _ - 
12-M1-. 
32-12467 
21-3 A-204__. 
22-3A-205.... 


4072... 
43-R-04530 
235-301-1 _ _ - 
297194_ 
C-114...... 
No number.. 
343594 _ __ 
567928 _ _ . 
WCL-7905 
CK-7 
2320-A-86- 
3W5160 
20 Y 1223 
7R7329 
C84-34.._- 
57521. 

No number 
§8129-B__._. 
2111F4 
12-346. - 
1437... 
2-3/4x 1/8 
169223 _ _ 
68667 _ _ 
94-57. 
6925-4 

6066 _ _ _ 
H-591 
40___ 

1239 

25010 
54046-A 
5§2449-A 
17577-K 
49-18404_ 
4x14” 
5017-EB 
25090-DD 
423019__ 
21181 
370181 

2546 

Y-074 
3659590 
5193125__ - 
72-E-109_. 
56 

Y-11C 

No number 
K-11398-A 
23271 
53-T-325 


. Stud. 

jes « a 

.. Support 

. Bearing - 
Strainer 
Bearing 

.. Washer. 

. Ring 

— ' 

.. Spring... 

. Channel 
Rivets. _- 

. Crankshaft_. 

. Armature. 

. Channel 
Cylinder... 

. Armature. 
Stud. 
Dise 

. Carburetor Kit 
Lining 
Dise 
Star 

. Plate... 
Fitting_. 
Seal 
Pulley 
Pin a 
Pulley 
Water outlet 
Spring 
Ring 
Pin... 
Gasket 
Bolt 
Nut 
Gasket 
Plug 
Tool 
Spring -__. 
Plate 
Gasket 
Seat 
Gasket 
Gasket 
U-bolt 
Head 
Spacer 
Band 
Sprocket 
Valve 
Gasket 

. Front 
Knuckle 
Bearing 
Head 
Lock... 

. Seal 
Liner 
Ammeter 
Flywheel 
Kit 
V Belts__- 
V Belts__. 
V Belt 
Bolt 
Lining. - 
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NAVY 
MCALESTER, OKLA. 
Invitation No. B—20-55 
Rating: Poor. 
Each of two lots offered contains items from 70 or more manufacturers. 


: cH ahs 7 
7 | y & wt sueeg 
ra on i 
AGES Y Sea ce: Nex v7 


\ Me filster OKla 
rwyitA ION NO. B- 20-S$§ 
f 


by, Overall presentation indicates lack of 

ing "know-how" 
Arbitrary requirements ,reducing 

b. buyer interest. 

b. Method ef sale clearly umise, 
Inepection period short or vague. 

© Copfusing omissions or additions. 

Pailyre to use "Spat Bid" sale for 
weaget totals or sent] lecs. 


) 
(| gating 
Large - beyond buying boyers capacity, 

Too small - uneconoaical to award, 


a Unrelated ttens Ang lues. 
a. = 


Sales Conlittons tive 
Conflicting persieehe. 
© Excessive instructions. 
. Inapprepriate for preperty offered. 
ad, Confusing conditions er instructions. 
~ 


& nm scriptions. 
Inadequate 


b. Unwise 
c. Conflicting 
d.. Unduly down-grading property 
Y Vague statements identifying conditions. 


6. Other 


2 ey 


hit ODES | ES aN: IR 
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tions, 

and t 

ZN any a 

AUC Onn seater smnusranom _, SALE OF GOVERNMENT PROPERTY perce 

PERSONA: PROPERTY MANAGEMENT INVITATION, BID, AND ACCEPTANCE eg. 20-55 balan 

ISSUED BY DATE OF INVITATION - : 
ee 


U. S. Naval Ammunition Depot 27 December 1954 a 
ADORESS PAGE NO. NUMBER OF PAGES certifi 
! 


McAlester, Okla. 7 20 to the 
INVITATION Paym 
tity o 


Sealed bids, in___Single _____ subject to the Sale Terms and Conditions on the reverse hereof, and any ! . 
special conditions, set forth herein, will be recelved a ice, Adm. : McAlester 0k. and 1 
until_LO _o’elock_&_m tt January Januar for purchase and removal of Government-owned property ment 

through__20..__. ’ 


listed below and on continuation sheets numbered pages 3 diatel 
RACE WHEE US Wi OF MUAY OMNED Supply Office, DATE OF BD OPENING 20. 

Adm. Bldg. USNAD, McAlester, Okla. 10:00 AM {14 January 1954 tity on 
NAME mm or del 

P. V. Moffat, Jr. LCDR, SC, USN Supply Officer for su 

TO BE SUPFUED BY SIDDER is ma 
(TM NO. DESCRIPTION AND LOCATION OF PROPEXTY GuANTTTY ps +h TOTAL PRICE BID basis, 
to the 
- tity 
CONSTRUCTION AND MISCELLANEOUS EQUI} if chasel 
as listed on the following pages. j unit p 
Located at: U. S. Naval Ammunition aa 
THIS MATERIAL HAS BBEMCSQREENED A cent 0 
FEDERAL SGVERMENT. \ 1 ae . the Ge 
one ts Sy Veet aid f 
IF YO¢ DESIRE TO ope PIES OF SALES OFFERINGS ISBUED BY NA paid f 
MC » if ACKNOWLEDGE RECEIPT OF THIS IMVITATION BY SUB- set for 
MISSIQN OF A BYD, OR BY POSTAL CARP OR LETTER} OTHERWISE, FAILURE TO 21. 
PESPOND. SO MY OV GE aye LAST FIVE |SUCCESSIVE] INVITATIONS DIRECTED TO placin 
Q oY Be ON Bos REWOVS i i RCM. THE RIDNER or equ 
The property described herein may be inspected between the hours of _9:00 A.M. and 3:00 PLM. ___on 3:00 FB 
‘ , 10-55, by contacting j purchs 
— j loadin 
ee "» 

A bid deposit of 20% percent of the total amount bid, in the form of postal money order, or cashier's or certified Byes 
check, or su other form of security aa may be table, (6 the contragt caens payable to the Treasurer of the United j or enl 
States, must accompany the bid. ia vonds are not apeeP : housek 

Property muet be removed by the successful bidder wi calen.lar days after notice of award, unless otherwise specified } "aie 
in the description or in any epecial condition, time to be computed from the csto of mailing or otherwise furnishing said notice. ; an offi 


Tee BID | DATE OF BD above | 


In compliance with the above invitation, and subject to all the Genera] Sale Terms and Conditions and any special conditions, 2: re ¢ 
the undersigned offers and agrees, if this bid be accepted within___ealendar days (60 calendar days if no period be specificd by the tin 
the bidder) after date of tho opening, to purchase any or all of the items described heretn upon which prices are quoted, at the price arrives 
set opposite each item. Bid depoeit in the amount of 3 ——— 


is dete 
BIDDER REPRESENTS: 1) That the te number of employees of the bidder and its affiliates is in the 
(Check appropriate bores) 0) 500 or more, than 5€9. (2) Pat he [) has, (1) has out, engieyes or retained a compan j thereot 
or person (other than a full-time employee) to solicit or secure contract, and agrees to furnish 
information relating thereto ae requested by the contracting officer. 


NAME AND ADDRESS Cf BIODER [Sire ond number, city and State) | SIGNATURE OF PERSON AUTHORIZED TO SIGN THIS B/D 


ans 


me 


ACCEPTANCE BY THE GOVERNMENT Of THE UNITED STATES OF AMERICA DATE OF ACCEPTANCE 
ACCEPTED AS TO ITEMS NUMBERED 


TWTLE OF CONTRACTING OFACER SIGNATURE OF CONTRACTING OFFICER — Subjec 
; , ai 5 ' as ing F 
STANDARD FORM 114 
August 1950 Edition 
ADDITIONAL PROVISIONS This 
mercha 
includi: 
implem 
1953. 


17. Deletions —Conditions No. 4 (Bid Guarantee), No.5 (Payments), and No. 5 
(Adjustment for Variation in Quantity or Weight) are hereby deleted. 

18. Bid guarantee and liquidated damuayges.—The Bidder agrees that (1) the bid 
will not be withdrawn within the time specified for acceptance after the openins 
of bids (60 calendar days if no period be specified by the bidder), and will during 
that time remain firm and irrevocable, and that (2) the bidder will pay to the 
Government the purchase price of the property in accordance with the bid if 
accepted. If a bid deposit is required, the bid must be accompanied by said bid 
deposit. If, after award, the Purchaser fails to pay the balance of the purchase 
price, fails to remove the material, or otherwise fails to perform any of its obliga- 6 


This 
prepare 
of Defe 
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tions, he will thereby lose all right, title, and interest in the material hereunder, 
and the Government may at its election, retain the material and may retain from 
any amount paid by the purchaser as liquidated damages, a sum equal to twenty 
percent (20%) of the purchase price plus any accrued charges hereunder. The 
balance, if any, shall be remitted to the purchaser. 

19. Payment.—Paymem of the balance of purchase price, if a deposit has 
been made, or otherwise of the full purchase price, shall be made by cash, or by 
certified check, cashier's check, bank draft, postal or express money order, payable 
to the Treasurer of the United States, within five (5) days after notice of award. 
Payment of full purchase price, subject to any adjustment for variation in quan- 
tity or weight pursuant to Condition No. 20, must be made prior to the delivery 
and removal of any property. If any such adjustment is necessary, then pay- 
ment must be completed, unless otherwise specified by the Government imme- 
diately subsequent to adjustment. 

20. Adjustment for variation in quantity.—Any variation between the quan 
tity or weight listed for any item and the quantity or weight of such item tendered 
or delivered to the Purchaser will be adjusted on the basis of the unit price quoted 
for such items but no adjustment for such variation will be made when an award 
is made on a “price for the lot” basis. When property is sold on a unit price 
basis, the Government reserves the right to vary the quantity delivered or tendered 
to the Purchaser by 0 percent. If the Government tenders or delivers a quan 
tity up to 0 percent in excess of that stated in the Invitation to Bid, the Pur- 
chaser agrees to accept such quantity and pay the Government therefor at the 
unit price set forth in this contract. If the Government tenders or delivers a 
quantity less than that stated in the invitation to bid, the Purchaser agrees to 
accept the quantity tendered or delivered unless the variation exceeds 0 per- 
cent of the quantity stated in the invitation to bid. In the event of a shortage, 
the Government will refund to the Purchaser the difference between the quantity 
paid for and the quantity delivered, calculated upon the basis of the unit prices 
set forth in this contract. 

21. Loading.—The Government will load tailgate only. No work, other than 
placing material onto the tailgate, will be performed by Government personnel 
or equipment. All material must be picked up between the hours of 8:00 A. M 
5:00 P. M. Mondays through Fridays, holidays excepted. Where necessary, the 
purchaser must make arrangements for and bear the cost of packing, crating, 
loading, et. cetera, incident to transporting all property from its present location. 

22. Interest warranty.—The Purchaser warrants that he (she) is not an officer 
or enlisted member of the United States Navy, or a member of the immediate 
household of such an officer or enlisted member, and further, that he (she) is not 
an officer or employee of the United States Navy nor an agent for any of the 
above mentioned persons. 

23. Consideration of late bids.—No bid or modification thereof received after 
the time set for opening will be considered except that when a bid or modification 
arrives by mail after the time set for opening, but before the award is made, and it 
is determined by the Government that nonarrival on time was due solely to delay 
in the mails for which bidder was not responsible, such bid or modification 
thereof will be considered. 

ExHisir C—Excekpts From AiR ForcE MANUAL 67-1 
Number: 4160.4 
Date: 183 July 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Preparations for Sale and Sales of Surplus Personal Property, Includ- 
ing Foreign Excess 


I. PURPOSE 


This Instruction prescribes policies, procedures, and practices relating to the 
merchandising of surplus personal property in the Department of Defense, 
including foreign excess, but excluding undemilitarized arms, ammunition, and 
implements of war listed in Presidential Proclamation 3038, dated 18 November 
1953. 

II, SCOPE AND APPLICABILITY 


This Instruction, including Inclosure 1 attached, applies as stated to all 
preparations for sale and sales of surplus personal property in the Department 
of Defense, including foreign excess, after required utilization screening measures 
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have been taken (Department of Defense Instruction 4160.9 dated 20 April 1954). 
The intent of this Instruction is to assure a maximum degree of operating uni- 
formity between Department of Defense disposal activities; when appropriate 
mandatory language is used, it will be extended in the implementing regulations 
issued by the military departments. 


III. OBJECTIVES 


The basic objectives of the Department of Defense program for merchandising 
surplus personal property and foreign excess are— 
A. To outline effective policies, methods, and techniques for selling sur- 
plus and foreign excess property. 
Bb. To dispose of foreign excess in a manner conforming to the foreign 
policy of the United States. 
C. To obtain maximum gross and net returns from such sales. 
D. To minimize adverse effects of surplus and foreign excess sales on 
commercial markets. 
IV. RESPONSIBILITIES 


A. Of the Military Departments 

In conformity with the general and specific provisions of this Instruction, the 
Secretaries of the military departments have full authority and responsibility 
for the effective, economical, and expeditious preparation and sale of foreign 
excess; and pursuant to authority delegated by the Administrator of General 
Services to the Secretary of Defense have such authority and responsibility for 
the preparation and sale of surplus personal property within the continental! 
United States, Alaska, Hawaii, Puerto Rico, and the Virgin Islands. 


B. Of the Surplus Materials Division 

The Director of the Surplus Materials Division, Bureau of Supplies and 
Accounts, Navy, will be responsible, upon formal or informal request, for pro- 
viding technical advice directly to military activities. When the Director is 
unable to provide the type of technical advice required, he may request the ten- 
porary detail of qualified personnel from one or more of the Armed Services. 


Vv. IMPLEMENTATION 


A. This Instruction is effective as of this date. 

B. The provisions of this Instruction shall govern in the event of any conflict 
with previously issued directives, instructions, or regulations. 

C. Two copies of military department regulations implementing this Instruc- 
tion will be sent to the Assistant Secretary of Defense (Supply and Logistics) 
on or before 13 August 1954. 

T. P. PIKE, 


Assistant Secretary of Defense 
(Supply and Logistics) 


{Inclosure 1] 
SURPLUS AND FoREIGN Excess MERCHANDISING POLICIES AND PRACTICES 
I. DEFINITIONS 


Contractor Inventory—The term “contractor inventory” means (1) any prop- 
erty acquired by and in possession of a contractor or subcontractor (including 
Government-furnished property) under a contract pursuant to the terms of which 
title is vested in the Government and in excess of the amounts needed to complete 
full performance under the entire contract; and (2) any property which the 
Government is obligated or has the option to take over under any type of con- 
tract as a result of any changes in the specifications or plans thereunder or of 
the termination of such contract (or subcontract thereunder) prior to complet ion 
of the work for the convenience or at the option of the Government. It will 
be understood that this Instruction applies to preparations for sale and sales 
of contractor inventory in those cases where the Government, as opposed to the 
Contractor, is required to perform the sales function. 

Bacess Personal Property.—Personal property (as distinguished from rei! 
property) determined to be unnecessary to the military requirements of the 
Department of Defense. 
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Foreign Excess.—Personal property located outside the continental United 
States, Hawaii, Alaska, Puerto Rico, and the Virgin Islands, which has been 
determined to be no longer required by the Department of Defense. 

Minimum or Upset Price—The lowest price at which a specific surplus item 
or lot may be sold. Normally, the minimum price should not be less than the 
estimated scrap value of the item or lot. 

Personal Property.—Property of any kind or any interest therein, except real 
property, records of the Federal Government, and naval vesseis of the following 
categories: aircraft carriers, battleships, cruisers, destroyers, and submarines. 

Salvage.—Personal property which has some value in excess of its basic ma- 
terial content but is in such condition that it has no reasonable prospect of use 
as a unit for the purpose for which it was originally intended and its repair or 
rehabilitation for use as a unit is impracticable. 

Scrap.—Personal property, other than waste, which appears to have no market 
value except for its basic material content. 

Surplus Personal Property.—Personal property which, through screening or 
other means, has been determined to be in excess to all Federal agency require- 
ments. 

Usable Property.—Personal property determined to be other than salvage, 
scrap, or waste. 

Waste.—Garbage, trash, and similar refuse material which may have potential 
sales value. 


Il. STANDARD MERCHANDISING POLICIES AND PRACTICES 


A. Sales Test Formula 


The following sales test formula should be employed to determine whether 
surplus personal property should be sold to the public as usable property, salvage, 
or scrap. 

1. Estimate the gross sales value of the property, based on previous experi- 
ence, advice of reliable merchants, ete. 

2. Estimate collection, segregation, and processing costs. 

3. Estimate other sales preparation and sales costs, exclusive of direct 
supervisory and administrative overhead. 

4. Compute direct sales overhead at 15 percent of 3 above. 

Formula: 1 minus (2 plus 3 plus 4) equals Estimated Net Return. 

Normally, when the estimated net return as computed is zero or a minus num- 
ber, the property in question should not be prepared for sale or sold as usable 
property. The chart “Guide Lines for Selling Surplus Personal Property” may 
be used for guidance in selecting the best sales method (Tab A). 


B. Surplus sales impact on commercial markets 


Whenever it is considered likely that the sale of usable commercial-type prop- 
erty costing the Government $250,000 or more will adversely affect commercial 
market prices of similar kinds of property, either regionally or nationally, the 
surplus property in question will be temporarily withheld from sale. The Assist- 
ant Secretary of Defense (Supply and Logistics) will then be requested, through 
official channels, to provide the method of disposition to be finally effected. This 
request should be fully descriptive of the items involved, should briefly outline 
the reasons why the property has been temporarily withheld from sale, and should 
make such recommendations as appear warranted by locally known facts. The 
determinations made by the Assistant Secretary of Defense (Supply and Logis- 
tics) in such matters will normally be based upon technical recommendations 
made to him by appropriate industry divisions of the U. S. Department of 
Commerce, 


C. Who may buy surplus property from U. S. military activities 


1. All persons, other than those specifically listed in sections 2 and 3 below, 
should be entitled to buy surplus personal property and foreign excess property 
from U. §. military activities. 

2. General Restrictions.—For application in the United States, its Territories 
and possessions, and in foreign countries. 

a. Auctioneers and others under contract to a military activity for the purpose 
of conducting a specific sale or sales, their agents and employees, and immediate 
members of their household shall not be permitted to buy at such sales. 

_b. Civilian and military personnel of the installations conducting competitive 
bid sales, or of installations in physical custody of the property involved in such 
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sales, and immediate members of their households shall not be permitted to buy 
surplus or foreign excess property at such sales. 

c. Debarred bidders. 

3. Special Restrictions.—For application in foreign countries only. 

a. United States Government civilian and military personnel directly super- 
vising or performing foreign excess disposal functions at any specific sale or 
sales, and immediate members of their households shall not be permitted to buy 
at such sales. 

b. In order to preclude the utilization of foreign excess in a manner inimical 
to U. S. interests, extraordinary care should be exercised to prevent the sale of 
such property to any individual, class of individuals, organization, or agent con- 
cerning which there is the slightest question of acceptability or reliability from 
the United States viewpoint. In addition to the usual measures taken by the 
disposal activity in checking on prospective purchasers, information on specific 
prospective purchasers or successful bidders should be sought from the local 
representatives of the Department of State, Department of the Treasury, Foreign 
Operations Administration, or other U. S. agencies represented locally. 


D. Standard sales policies, practices, and techniques 

The following standard sales policies, practices, and techniques should be 
used as stated in all types of Department of Defense surplus and foreign excess 
sales. Sales policies, practices, and techniques peculiar to one or more approved 
sales methods will be covered in II E below. 

1. Consolidation or Coordination of Surplus Sales.—a. When two or more 
inilitary activities are located within the same local marketing area, consideration 
should be given to the feasibility and practicality of conducting or continuing 
to conduct consolidated surplus sales. 

b. Good practice suggests that surplus in consolidated sales normally be sold 
centrally but physically left at the surplus generating activity. 

2. Lotting.—a. Unused property should be lotted by make or manufacturer, 
except when quantities and/or dollar values are small. 

b. Commercially similar items should be lotted together where practicable. 

ec. Large quantities of identical items should be lotted in such a way as to 
encourage bidding by small businesses or individuals. 

d. Generally among commercially similar or related surplus items, used items 
should be lotted separately from unused, provided quantities are large. 

e. Scrap should be lotted in accordance with established trade practices. 

f. Manufacturers of substantial quantities of Government-owned surpluses or 
their distribution agents may be requested to suggest lotting patterns for items 
manufactured by them. 

g. Where sale is to be made by lot, rather than on a unit basis, every reasonable 
effort will be made by the lotting officer to state, in the catalog or bid invita- 
tion, the total quantity of material in the lot, in easily verifiable terms. 

3. Description.—Property offered for sale should be adequately described (see 
Department of Defense Directive 4160.8 dated 16 March 1953) in sales catalogs 
and invitations as to item, make, part number, condition (i. e., unused, used, 
salvage, or scrap), quantity, and acquisition cost of usable property (estimated if 
not known). The description, when read, should be sufficient to facilitate a 
decision by a prospective buyer that he either is or is not interested in buying 
the item. 

4. Display—a. Property should be conveniently displayed in accordance with 
good sales practice. Display and disposal facilities should be located near access 
gates and, where possible, away from congested or restricted areas of the sell- 
ing activity. Where feasible, display areas should be located together for the 
convenience of bidders. Displays should be arranged in lot number sequence 
where practicable. 

b. Sample displays should be used wherever practicable; i. e., when a number 0! 
boxes are sold as a lot, one or more should be opened for display purposes 
Bidders should be informed in catalogs, invitations, and advertising media tha! 
sample displays are designed to facilitate their inspection of property offered only 
on a “where is—as is” basis; “sales by sample” are not authorized. 

ec. Necessary precautions should be taken to assure that item or lot numbers 
assigned to the property to be sold are clearly displayed and may not easily be 
removed by careless or unscrupulous persons. ‘ainted lot numbers have 
proved successful. 

5. Inspection.—Prospective bidders should be encouraged to inspect all or any 
part of property offered for sale and every reasonable assistance should be 
offered to them to facilitate such inspections. Adequate time prior to a sale 
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or bid opening date should be set aside for this purpose; more inspection time 
should be allowed for large sales or sales of technical equipment. Inspection 
periods on weekends should be provided whenever considered advantageous. 

6. Advertising—a. General.—Offerings of surplus property should be brought 
to the attention of the buying public by direct mail, by notice to trade organiza- 
tions, by posting in public places, and by both free and paid advertising in news- 
papers, radio, and television. The possibilities for free advertising should be 
thoroughly exploited, particularly with respect to radio and television. The kind 
and volume of advertising media used should be in accordance with good sales 
practice for the type of property being sold. Advertising should be used to reach 
the widest potential market at the most economical cost to the Government. 

b. Preparation and Issuance of Catalogs or Invitations.—Catalogs and invita- 
tions to bid should be adequateiy prepared and issued in advance of the sale or bid 
opening date, the type of sale determining the time allowed for inspection or 
submittal of bids. 

c. Notice of Surplus Sales to U. 8. Department of Commerce.—(1) Advance 
notices of all surplus sales of usable property within the United States having 
an acquisition cost of $250,000 or more will be reported directly to the U. 8. 
Department of Commerce, Room 1300, 483 West Van Buren Street, Chicago 7, 
Illinois. This notice will be mailed to reach the Department of Commerce office 
not less than 20 days in advance of the day of sale or bid opening. Notices of 
surplus sales aggregating less than $250,000 acquisition cost value may be 
submitted. 

(2) The double-spaced advance notice should follow the U. S. Department of 
Commerce publication format shown below: 

“U.S. Naval Ammunition Deport, Crane, Indiana, J. R. Watson, Disposal 
Officer, at Depot, Phone: Crane 2476, Ext. 72, 
Scrapers, Graders, Street Sweeper, Crawler Tractor, Air Compressors, 
Power Units, Cement Mixer, Total Estimated Acquisition Cost $275,000. 
Invitation No. B-41-54, Bid Opening 5-14-54, Sealed Bid. Location 
above.” 

7. Bidders’ Lists—a. Notices of competitive bid sales will be circulated to 
all known bidders, including the original manufacturer or his distribution agent, 
to insure adequate competition. Prospective purchasers who do not respond 
to two successive bid invitations may be removed from the bidder’s list. Failure 
to respond to three successive invitations will result in removal of their names 
from the list, unless the officer in charge determines otherwise. Bidders should 
be so advised. 

8. Awards.—a. Awards should be made promptly. 

b. Sales or contract awards will not be made to buyers, prospective buyers, 
or auctioneers who have been prohibited from entering into contractual rela- 
tionships with the Government. 

c. Whenever any military department conducting a sale plans to make an 
individual award of property which cost the Government $1,000,000 or more, 
it will provide the Attorney General of the United States with information 
relative to the proposed disposal, the terms or conditions thereof, and request 
sales approval in advance of award. 

9. General Sales Facilities and Services.—The physical layout for the conduct 
of surplus sales should be such as to facilitate ease of inspection and purchasing 
by prospective bidders, Signs should readily identify the physical location of 
such services as information, inspection, place of bid, rest rooms, first-aid 
rooms, dining, and personal transportation facilities. Personal services at such 
sales should include general information, adequate public telephones, and in- 
formation as to how property bought may be removed. 

10. Minimum Price-—a. Personnel conducting sales should determine, for- 
mally or informally, the minimum price that may be aceepted for each item 
or lot, basing such minimum price on: 

(1) The current estimated market value, and 
(2) Experience gained in making similar purchases or sales in the past. 

b. Necessary precautions will be taken to prevent all bidders and other un- 
authorized persons from securing information in advance of the sale or bid 
opening concerning the amount or range of the minimum prices set. 

11. Deposits —Deposits, when required by selling activities, shall be uni- 
formly set at 20% of bid price; the bidder, at his option, may, however, deposit 
any amount in excess of the required standard 20% deposit. Deposits from 
unsuccessful bidders should be refunded promptly. 

12. Basic Sales Document.—Standard Form “Sale of Government Property” 
(SF 114 and 114a) will be uniformly employed as the basic selling document 
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for surplus and foreign excess property, modified as necessary to satisfy par- 
ticular merchandising requirements. 

13. Removal of Property.—a. Financial Clearance.—The balance due on an 
item or lot should be paid within 7 calendar days from the date of sale. In 
sales-tax States purchasers should be reminded in writing of their obligations 
under the law. 

b. Physical Removal of Property—Default.—Following full payment of all 
balances due, property should generally be removed from Government premises 
not more than 14 calendar days after the date of sale. Failure to pay the balance 
due or to remove the property within the specified period of time may cause the 
yovernment to declare the purchaser in default. Default penalties will be 
calculated in accordance with applicable terms and conditions of sale. 


BE. Approved sales methods 


1. Auction Sale——a. The auction sale should be primarily used to dispose of 
large quantities of surplus materials having wide commercial application. The 
services of a qualified auctioneer are essential to the success of this type of sale. 
The Auction Sale Schedule and Check-Off Guide (attachment 3) has been de- 
veloped for Department of Defense disposal activities’ use and guidance in plan- 
ning auction sales. This schedule need not be inflexibly followed and reasonable 
changes in the timing and sequence of the various steps may be made to cope with 
local conditions. Its use should call attention to important phases of the auction 
sale process that are occasionally poorly timed, and, in some cases, completely 
overlooked. Distibution copies of the Guide may be secured from the Defense 
Printing Service, Washington 25, D. C. 

b. Criteria for Use in Contracting for Auctioneer Services.—The following 
criteria should be considered in securing and utilizing the services of qualified 
auctioneers. These criteria may be appropriately applied to both competitive bid 
and negotiated contract methods for securing these services. 

(1) Auctioneers selected should have a successful record of accomplish- 
ment in their profession and satisfactory sales experience. 

(2) The financial record of the auctioneer selected should be satisfactory, 
i. e., bank credit and business reputation references made in the cities in 
which his principal or branch offices are located should be currently and 
uniformly good. 

(83) He should not be affiliated in a business way with individuals or 
organizations engaged in buying surplus Department of Defense property at 
sales conducted by him. 

(4) Where required, he should be licensed. 

(5) Where the auctioneer selected may be required by his contract to 
handle deposits and collections, he should be able to provide an adequate 
fidelity bond for each employee so engaged. 

(6) The auctioneer selected should be able to supply experienced and 
qualified employees to perform all functions for which he will be responsible 
under his contract. 

ce. Contract for Auctioneer Services.—The resulting formal agreement between 
the Government and the auctioneer should cover.— 

(1) What functions the auctioneer will provide or perform. 

(2) What functions the Government will provide or perform. 

(3) What the Government will pay for the auctioneer’s services and what 
auctioneer costs will be reimbursed. 

(4) All other special conditions, limitations, restrictions, or safeguards 
mutually deemed necessary by the parties to the contract. 

d. Full Use of Professional Auctioneer Services.—Qualified auctioneers are 
professionals working in a highly specialized sales field, and, accordingly, their 
advice and assistance should be secured in making preparations for the sale 
at which the auctioneer will preside. Reliance can usually be placed on an 
auctioneer’s knowledge of current markets and what they can or will absorb at a 
price. While it is generally advisable to utilize fully all services which the 
auctioneer or his employees normally can provide or perform more efficiently, 
more economically, or more expeditiously than the Government, it should be 
recognized that in the last analysis full responsibility for the success of each 
auction sale rests upon the Government and not upon the auctioneer. 

e. Coordination of Auction Sale Dates.—Before scheduling firm auction dates 
a check should be made of tentative sales programs of other Federal agencies in 
the marketing area concerned to eliminate the possibility of simultaneous or 
overlapping auction sale dates. When auction sale dates within the Department 
of Defense are found to be conflicting a mutually satisfactory sales schedule 
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will be developed that will assure a maximum number of buyers at each auction. 

f. Combination Auction-Sealed Bid.—A variation to the regular auction sale 
method may be used where it is recognized that prospective buyers may be unable 
to or do not desire to attend a sale, but are definitely interested in bidding on 
certain items or lots. This need may be anticipated by including in the catalog 
conditions under which a buyer may submit sealed bids on items offered at the 
auction. 

g. Registration of Bidders.—Prospective buyers should be required to register 
before being allowed to bid at auction sales in order to establish a systematic 
sales control and to assure that each bidder has in his possession a copy of the 
terms and conditions of sale which will be used. 

h. Auction Sale Awards.—Auctioneers should commence sales at the announced 
time, and sell lots as listed. Awards or tentative awards requiring review should 
be made to the highest responsible bidder. When minimum prices have been 
established and are not met the lot should be passed. 

i. Grievances, Complaints, Disputes, Etc.—Every reasonable effort should be 
made by personnel conducting sales to hear bidders’ grievances, complaints, and 
disputes and, where legally practicable, to resolve them locally without recourse 
to higher authority. When the grievance, complaint, or dispute cannot be re- 
solved locally, a full statement of the facts, together with a recommended course 
of action, should be forwarded through official channels to higher authority for 
decision. 

2. Formal Sealed Bid Sale-——The formal sealed bid sale is adapted to the dis- 
posal of large quantities of surplus property whose acquisition and probable 
sales returns justify the preparation and issuance of adequate commercial 
descriptions. A variation of the formal sealed bid contract, called the continuing 
contract, may be used for the regular disposal of waste, refuse, garbage, and the 
like. Except as noted below, standard sales practices should be applied to formal 
sealed bid sales. 

a. Formal sealed bids will be accompanied by a cash or cash equivalent deposit 
equal to 20% of the total bid submitted, except as stated in this section. A 
surety bond issued by an acceptable company may be substituted in lieu of a cash 
or cash equivalent deposit. Deposits and surety-bond requirements will be 
waived for state and local governments and their wholly owned subsidiaries. 

b. Changes after invitations to bid have been issued should be restricted to the 
correction of errors, and notification to bidders that specified property has been 
withdrawn from sale. Appropriate extensions to the bid opening dates should 
be made formally whenever warranted. 

e. Telegraphic bids in response to formal sealed-bid invitations will not be 
accepted ; however, telegraphic modifications to bids previously submitted may 
be accepted if in accordance with the terms and conditions of the sale. 

3. Site or Spot Bid Sale.—The site or spot bid sale may be used to advantage 
to sell expeditiously small quantities of usable property having commercial 
demand, salvage items, and other surplus property. 

a. Site or Spot Bid Sale Practices.—Many standard sales practices may be 
applied to site and spot bid sales. The special practices that distinguish this 
type of sale from others include— 

(1) Sales period shortened. 

(2) Condensed descriptions used. 

(3) Inspection emphasized. 

(4) Simplified bid format used (see Tab B). 

(5) Deposits not required. 

+. Negotiated Sale.—a. Pursuant to the provisions of Section 203 (e) of Public 
Law 152 (81st Congress) as amended, the negotiated sale is currently authorized 
for use when: 

(1) The reasonable recovery value of the material involved in any case 
does not exceed $500. 

(2) The material constitutes such a hazard to health or property as to 
require immediate disposition. 

(3) The material will spoil or deteriorate so rapidly as to require imme- 
diate disposition. 

(4) After adequate advertising no acceptable bids are received, a nego- 
tiated sale may be made provided all bidders who responded to similar offer- 
ings are invited to participate in the negotiations. 

b. Negotiated Sale of “Market Impact” Surplus.—When it is considered that 
the competitive bid sale of substantial quantities of certain domestic surplus 
would have an adverse effect on commercial markets, it may be recommended to 
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the Assistant Secretary of Defense (Supply and Logistics), through official 
channels, that aproval be granted to negotiate the sale of such items. 


III. FOREIGN EXCESS 


Except as noted below the standard merchandising policies and practices 
relating to domestic surplus sales may be equally applied to foreign excess sales, 
A. U.S. foreign policy governs foreign excess sales 

In order that the foreign policies of the United States may be effectively served 
in foreign countries, foreign excess disposition programs will be developed and 
conducted with the approval of the U. 8S. Department of State or the U. 8. diplo- 
matic mission in the country or countries concerned. Close liaison will be main- 
tained in order that necesary approvals, recommendations, and suggestions 
may be made by the U. S. Department of State or its diplomatic missions. 


B. Liason with U. 8. Department of State or its diplomatic missions 

Disposal plans for any proposed sale involving property having a total acquisi- 
tion cost of $250,000 or more will be specifically reported, prior to sale, to the 
U. S. Department of State or to the diplomatic mission in the country of sale for 
comments and suggestions on foreign policy aspects of the sale. Information 
regarding particular purchasers or other matters which may be helpful in 
considering the probable effect of such a sale should also be provided. Sales 
involving property having a total acquisition cost of more than $50,000 but less 
than $250,000 need not be reported in advance of the sale, but will be reported at 
the completion of the sale. Sales in the Trust Territories will be considered to 
be disposal in a foreign country. 

C. Practices peculiar to foreign excess sales 

1. Sale of Non-U. 8S. Owned Foreign E.xrcess.—When it is determined that foreign 
excess not the property of the U. S. Government should be sold, and the legal! 
owner is not known, a statement of the facts, together with a recommended 
course of action, should be forwarded through official channels to the Secretary 
of the military department concerned for consultation with the Department of 
State and final sales decision. 

2. Customs Duties and Foreign Tazres.—Custom duties, taxes, or similar 
charges may be levied by foreign governments on the foreign excess property sold 
within their jurisdiction. The terms and conditions of sale for all foreign excess 
will include a Clause requiring the purchaser to pay all such charges, and copies of 
such custom duty or tax receipts will be retained at the selling activity. Since 
the laws of each country in which foreign excess property is sold regulate the 
assessment and collection of such duties and taxes, the U. 8S. diplomatic mission 
of the country in which the sales are to be made should be consulted and requested 
to assist in making appropriate arrangements with the foreign government 
concerned. 

3. Exceptions to Competitive Bid Sale—Normally it will be the policy of the 
Department of Defense to sell foreign excess property by competitive bid sales 
However, the foreign government may insist on being either the only authorized 
buyer or the only authorized sales agent. In such cases which involve a sales 
agreement with a foreign government, the making of such an agreement is a 
joint responsibility to be shared with the U. S. Department of State or its diplo- 
matic mission. For example, foreign excess personal property located in Canada 
is now disposed of through the Crown Assets Disposal Corporation (CADC), 
an agency of the Canadian Government, in accordance with an agreement between 
the Canadian Department of External Affairs and the U. 8S. Department of 
State. 

4. Important Restrictions.—a. All foreign excess notices of sale and sales con 
tracts will contain the following provisions: “The property sold hereunder may 
not be imported into the United States unless the U. 8. Secretary of Agriculture 
(in the ease of an agricultural commodity, food, or cotton or woolen goods) or 
the U. S. Secretary of Commerce (in the case of any other property) has de 
termined that the importation of such property would relieve domestic shortages 
or otherwise be beneficial to the economy of the United States, and this sale 1s 
made expressly subject to this condition.” 

b. The above import restrictions apply to property sold by an agency of the 
United States located in territories and possessions other than Alaska, Hawai, 
Puerto Rico, and the Virgin Islands. 

5. Special Warranty for Foreign Excess Sales Contracts.—Foreign excess sales 
contracts should include a special warranty appropriately worded to insure that 





the 
for 1 
6. 
pay! 
the 
folk 
a. 
indi 
to te 
sulti 
will 
part 
a €O) 
expe 
shou 
fron 
b. 
ual 1 
actic 


( 
Cc. 
if th 
Trea 
d. 
at on 
of SI 
diplo 


ign 
gil 
ded 
ArY 

of 


ilar 
old 
‘eSS 
s of 
nce 
the 
sion 
sted 
ent 


the 
les 
ized 
ales 
is a 
plo- 


ada 


yeen 
t of 


con 
may 
ture 
) or 
- de- 
ages 


le is 


the 
vaii, 


ales 
that 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 671 


the property will be used in the country in which sold or will be exported only 
for use and to a destination acceptable to the United States. 

6. Acceptance of Foreign Currency.—U. S. dollars are always acceptable in 
payment for foreign excess. However, if it would result in a greater return to 
the United States, the acceptance of foreign currency is authorized under the 
following conditions: 

a. Payments in foreign currency exceeding the equivalent of US$5,000 in 
individual transactions may be accepted only after securing all facts relating 
to terms and conditions affecting the utilization of the foreign currency and con- 
sulting with the U. S. diplomatic representative in the country of sale, who 
will refer the matter to Washington so that a coordinated position of the De- 
partments of State and Treasury may be obtained. In certain countries where 
a considerable amount of foreign excess will be available for sale and where it is 
expected that it will be necessary to accept foreign currency, the local Command 
should request the military departments to arrange for annual authorizations 
from the Departments of State and Treasury. 

b. Payments in foreign currency up to the equivalent of US$5,000 in individ- 
ual transactions, at the rate of exchange applicable to U. S. Government trans- 
actions, may be accepted without further consultation provided that— 

(1) The foreign currency accepted may be used in payment of any or all 
U. S. expenditures in the country whose currency is accepted. 

(2) It is not feasible to ship foreign excess to another country where 
it may be sold for U. 8. dollars or for freely convertible foreign currency. 

(3) The currency is not that of a U. S. occupied country. 

(4) The currency is not that of a country whose assets in the United 
States are blocked by Treasury Department regulations. 

(5) The currency is not that of a country with which the United States 
does not maintain diplomatic relations. 

ce. Foreign currency accepted need not be the currency of the country of sale 
if the currency offered is otherwise acceptable to the Departments of State and 
Treasury. 

d. When the total foreign currency proceeds of a foreign excess sale conducted 
at one location at one time exceed the equivalent of US $50,000, the total amount 
of such foreign currency accepted at such sale will be reported to the U. S. 
diplomatic mission in the country where the sale is held. 
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(Att #2 to Incl 1) 


4160.4 13 July 5k 
EXAMPLE FORMAT 


int here the name, title of he ai tecel 
conducting the sale and the nase and address 
of the disposal activity. 


(I) (We) hereby bid on the following item(s) offered under Site or Spot Bid Sale 


dated and agree that this Bid shall be 


subject to all of the terms and conditions contained in said site or spot bid sale: 


| Lor oR 


| SIGNATURE OF BIDDER 


NAME AND ADORESS OF BIDDER TELEPHONE 


AsSTER 


Accepted by the Government of the United States as to Item(s) numbered 


Nien nsaal dice imanteenientbcbabiedeke pada 


7) VRAMSFER DOB EXCESS VO TREIK ACCOUNT FOF Twi PURPOSE 


TYPE PROCRANS. BILITART DEMARTHES 


Signature of Contracting Officer: RO i atacltecalinsitincel 
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aeeee FO SE ComSIDERED 


Et Date of Acceptance: 
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) 


13 July 5h 


L160.h 


(Att #3 to Incl 1 


"PAYS OF LEAD-TIME is 
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INSPECTION OF PROPERTY BY QUALIFIED AUCTIONEERS 


UCTION DATE CLEARED WITH OSD-THRU CHANNELS 
EQUEST APPROPRIATE PROCUREMENT FACILITY TO 


CONTRACT FOR A QUALIFIED AUCTIONEER. 
PREPARATION OF SITE-LUNCHING FACILITIES, CHAIRS, 
| GUARDS, TRANSPORTATION, COMMON CARRIER'S SPACE, 


LOTTING DETERMINED BY DISPOSAL OFFICER AND 
AND OTHER SERVICES 


AUCTIONEER 
AST CHECK ON LOTS AND PREPARATION 


PROPERTY OPEN FOR INSPECTION 
LOCAL ADVERTISING AND AUCTION STORY 
REMOVAL OF PROPERTY (No removals during auction) 


CATALOGS MAILED TO PROSPECTIVE BIDDERS-ON REQUEST 


| BULK CONTAINERS OPENED FOR EASY INSPECTION 


CATALOGS MAILED TO PROSPECTIVE BIDDFRS-BULK - 
NOTICE TO DEPARTMENT OF COMMERCE (Chicago) 


LOTTING ADVICES FROM MANUFACTURERS (Their own 
| ADVERTISING AND PROMOTION PROGRAM APPROVED 
| REQUEST POST OFFICE DEPARTMENT TO APPROVE 


MAIL TRUCK ADVERTISING 
CATALOGS RECEIVED FROM PRINTER 


CHECK ON MARKET IMPACT 
SIGNED CONTRACT WITH AUCTIONEER 
ESSENTIAL REWAREHOUSING 
DRAFT CATALOG SENT TO PRINTER 
| BROCHURES MAILED BY AUCTIONEER 


| BY AUCTIONEER 


products only) 
MINUS NUMBERS INDICATE DAYS PRIOR TO AUCTION; PLUS NUMBERS INDICATE NUMBER OF 


DAYS AFTER AUCTION ENDS, 





8. | SUBMISSION OF ADVERTISING AND PROMOTION BUDGET 
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Tap A 
MERCHANDISING 


While the subcommittee is not in a position at the present time to make a final 
recommendation concerning the advisability either or continuing present sales 
methods or of adopting radically different methods, it feels that the very minimum 
that can be done is to take immediate corrective action with respect to 
the obvious shortcomings of the existing disposal system. 

1. The Department of Defense merchandising plan adopted in the summer 
of 1954 was received, reviewed, and implemented by the Air Force in Volumes 
XIII, AFM 67-1. Actually, a minimum of implementation was necessary in- 
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asmuch as the plan closely paralleled procedures already in effect within the 
Air Force. 

2. The reports and recommendations of scrap consultants have been submitted 
under separate cover in folder labeled “Scrap Consultant Services.” It will be 
noted from the reports that the scrap consultants generally agreed with Air 
Force operations; and, in fact, found some innovations, such as segregation of 
critical and strategic metals at the source in accordance with Air Force Technical 
Order 00—25-113, which groups Air Force items by stock number into the 
critical and strategic materials. Also, the consultant was much impressed by 
the Air Force method of selling scrap at SAAMA ona yearly sliding scale contract 
based on monthly computation of prices as reflected in trade publications. 

3. The continued increase in generations of surplus property has been a 
matter of considerable concern to this headquarters and headquarters AMC. 
Submitted herewith, as tabs A-1 and A-2, are copies of letters to the Air Materiel 
Areas and Air Force Depots pointing out these increases and urging more exten- 
sive sales programming to keep pace with the increased generations. 

4. The action taken by the Air Force to promote the auction type sales and 
the results of Air Force auction sales have been submitted under separate cover 
in folder entitled “Auction Sale Survey.” It is desired to point out that since 
approximately 85 percent of the surplus property sold by the Air Force is 
generated at the 15 Air Materiel Command Depots, where storage space is at a 
premium, the schedule of auction sales has been largely dictated by climatic 
conditions. The bulk of excess and surplus property at these installations is in 
outside storage, with covered storage available only for that property which 
would completely deteriorate in outside storiuge. 

5. The spot-bid method of sale has been encouraged and used extensively by 
Air Force activities. Variations of the spot-bid sale method called “Taxpayer's 
Surplus Sales” and “Bid-In-A-Box-Sales” have also been utilized. Transmitted 
herewith, as tab A-3, are copies of Headquarters, Air Materiel Command letter, 
dated 15 February 1954, subject: “T'axpayer’s Surplus Sales,” which recognized 
the Subcommittee’s criticism of merchandising methods and outlined ideas for 
use in promoting spot-bid sales. Also submitted, as tab A—4, are copies of Head- 
quarters, Air Materiel Command letter, dated 10 June 1954, subject: “Spot- 
bid Sales,” encouraging the use of spot-bid sales and outlining the successful 
procedures and innovations utilized by Wilkins Air Force Depot and McClellan 
Air Force Base in conducting subject sales. The results of Air Force spot- 
bid sales have been submitted under separate cover in folder entitled “Spot- 
bid Sale Survey.” 

Tas A-1 


HEADQUARTERS, ATR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, 3 February 1955. 
Subject : On Hand Balances of Surplus Property. 
To: All Air Material Areas and Air Force Depots. 

1. The steady increase in on-hand balances as reflected on the AF Form 488 
“Disposable Property Report,” is an area which requires immediate evaluation 
and action. The report for the zone of interior reflects a steady loss in “‘dis- 
posals” versus “generations.” In December 1951, the on-hand balance of 
surplus property in the zone of the interior was 24,700 tons. This tonnage has 
increased steadily to 28,100 tons in December 1952, 56,700 tons in December 
1953, and to 79,600 tons in December 1954. It is recognized that the “normal” 
on-hand balance for December 1954 will be considerably increased from that 
which was “normal” in December 1951, due to added impetus placed on disposal 
programs to rid the inventory of property which the Air Force no longer requires. 
It is considered that the present on-hand balance has, however, reached the 
“abnormal” stage and that continued increase will be cause for considerable 
alarm. 

2. In many instances, increases can be pinpointed to specific commodities such 
as wrecked aircraft and iron and steel in scrap classifications and aircraft parts 
and accessories, lubricants and fuels, vehicles, and clothing in salvage and 
usable classifications. Increases in scrap classifications in most instances are not 
Justified and can with rare exception be prevented merely by increasing quan- 
tities offered on any one sale. An increase in the frequency of one time sales 
may also be a requirement. In salvage and usable classifications, an increase in 
the number of sales is not necessarily the first solution in keeping disposals more 
inline with generations. Much could be done in this field by increasing quantities 
of the same type of property offered on any one sale or by adding to the same 
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sale additional quantities of material falling within the same general commodities. 

3. There are many factors which may contribute to the loss in “disposals” 
versus “generations” and these factors must be recognized in evaluating an area 
for concentration. For example, a specific portion of the on-hand balance con- 


stitutes property which has been sold but not delivered. This is not necessarily Subjec 
an area for deep concern and obviously the only action that can be taken in this To: A 
area is toward more expedient delivery. Another contributing factor to abnormal a 
on-hand balances are types of property frozen as a result of specific directives “Prom 
emanating from Headquarters, Air Material Command. If, as a result of evaiua- the ine 
tion, this is a major area of concern, it is requested that this Headquarters be sv 2. A 
informed indicating the approriate directives. In isolated cases, the requirement past be 
for reporting commercially usable property for market impact clearance or the and th 
directed retention of large quantities pending authorized disposal over long in som 
periods may be a contributing factor. This is presently an area of considerable lations 
study and it is expected that extensive relief in this area will be noticeable within 3: A 
the near future. progral 
4, Considering the above-mentioned area as being a partial contribution to the be prac 
“on hand” increase, it is requested that immediate action be taken to explore propert 
other areas and that added sales programing effort be directed toward particular electric 
commodities where these commodities are determined to be a major contributing appeal 
factor. The problem is in the majority confined to the prime depot activities ; payer’s 
however, evaluation of the problem should not be confined solely to prime depot items n 
activities at area depots. If, as a result of evaluation, areas appear in which 4. Go 
additional assistance could be rendered by this Headquarters, recommendations imaging 
are encouraged. plus Sal 
By order of the Commander : tion. J 
J.M. McCAMPBELL, outline 
Colonel, USAF, additior 


Chief, Property Disposal Division, MCSYD 
Directorate of Supply and Services. : 


By or 
Tas A-2 
HEADQUARTERS, AIR MATERIEL COMMAND, 
OFFICE OF THE COMMANDER, 
Wright-Patterson Air Force Base, Ohio, 9 June 1955. 1, da 
Subject : On Hand Balance of Surplus Property. unless . 
To: All Air Materiel Areas and Air Force Depots. a. Dis 
1. Added impetus to the disposal program has caused sharp increases in metropo 
generations of surplus property during the past fifteen months. Increase in gen- so of th 
erations without comparable increase in disposal action has caused the on-hand your firs 
balances of surplus property to mount to indefensible proportions. quent ga 
2. There are several factors which may contribute to temporary loss in dis- to use s] 
posals versus generations. Some of these are the large generations sold but not request. 
delivered, and requirements for obtaining market impact clearance or Depart- ’ b. Fre 
ment of Justice sales approval. It is also recognized that climatic conditions on sales 
which prevail at many installations during winter months contribute to tempo- 2. Lot 
rary increases. All factors must be recognized and considered in any evaluation sale in a 
of the on-hand balance. small do! 
3. It appears necessary that the on-hand balances of surplus property be | of high ¢ 
reviewed at this time, and that more extensive sales programing be prescribed results ir 
for the purpose of drastically reducing on-hand balances. Immediate action is 3. Disy 
considered necessary in order to take full advantage of weather conditions which | example: 
will prevail during the next few months. Any program planned should be a. Use 
projected beyond the summer months on a scale that will prevent recurrence of Samples | 
sharp increases at a later time, f 6Stances, j 
WILLIAM F’. McCKEE, b. Use 
Major General, USAF, acquisitic 
Vice Commander. c. Func 
Fund Acc 
4. Sche 


Many air 
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able from 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 


Tas A-3 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, February 16, 1954. 
Subject: Taxpayer’s Surplus Sales. 
To: All AMA’s, AFD’s, W—-PAFB, NTCD, Attn: Dir/Sup & Svs. 

1. Reference is made to Air Materiel Command letter, File MCOSYD, Subject: 
“Promotion of Surplus Property Sales,” dated 15 December 1953, with regard to 
the increased use of spot-bid sales. 

2. Air Force methods used to sell surplus property have been criticised in the 
past because of the “red tape” involved, the large size of lots offered for sale, 
and the time required to complete a purchase. These criticisms are justified, 
in some instances, and ways and means must be devised within existing regu- 
lations to correct the situation. 

3. A great deal of the surplus property to be generated under the 1954 disposal 
program will be of such a specialized nature and in such bulk that it will not 
be practicable to attempt to interest the individual or small purchaser in the 
property ; however, there will be much property such as clothing, hardware, 
electrical supplies, office supplies, furniture, etc., which will have high sales 
appeal to the average citizen and purchasers of small quantities. The “Tax- 
payer’s Surplus Sale” is a variation of the “Spot Bid Sale” for those types of 
items mentioned above, which is not subject to the criticisms referred to above. 

4. Good organization, complete planning, alert advertising, and the use of 
imagination under existing authorities will do much to make a Taxpayer’s Sur- 
plus Sale a successful and speedy means of disposing of property at your installa- 
tion. Attached is a list of suggested methods and ideas to be used, and an 
outline of the one method of conducting such a sale. Undoubtedly you will have 
additional ideas which will produce good results. This Headquarters, Attention: 
MCSYD, would appreciate receiving your comments. 

By order of the commander : 

WARD R. Betz, 
Colonel, USAF, 
Chief, Disposal Task Group, 
Directorate of Supply and Services. 


IDEAS FOR USE IN TAXPAYER’S SuRPLUS SALES 


1. Advertising.—You can’t create interest in the property you have for sale 
unless you let it be known what you are selling. How about trying the following: 

a. Display Advertising.—Use paid advertising in local newspapers and nearby 
metropolitan newspapers and trade journals. You might spend one percent or 
so of the acquisition cost of the property which you have for sale to advertise 
your first such sale. The extent and nature of the advertising used on subse- 
quent sales would depend on the success achieved on the first sale. Authority 
to use special display advertising may be obtained from this Headquarters upon 
request. 

b. Free Publicity.—Your public information office can get a lot of free publicity 
on sales in the newspapers and trade journals. 

2. Lotting.—Property possessing general “Buyer Appeal” should be offered for 
sale in a wide range of quantities with a number of lots of small quantities of 
small dollar value. Items of one each may even be used to advantage for items 
of high dollar value, while quantities of 5, 10, 25, or 100 each may bring better 
results in other categories of property. 

3. Display of Property.—Let’s copy some ideas from the retail stores! For 
example: 

a. Use display tables or racks to show customers exactly what they are buying. 
Samples can be displayed where large quantities are to be sold and, in many in- 
stances, it will be possible to display the entire quantity offered for sale. 

b. Use show cards on each lot to indicate a description of the property, the 
acquisition cost, and perhaps the last “going price.” 

c. Funds to build display racks and cards can be made available from Special 
Fund Account 5745371. 

4. Schedule of Sales.—a. Can you have taxpayer’s surplus sales each week? 
Many air materiel areas and depots generate enough property to do so. How 
about having one occasionally on a Saturday, in order that the workingman may 
participate? Funds to pay overtime for such Saturday work can be made avail- 
able from Special Fund Account 5745371. 
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. emeanes Methods.—Here are some simplified methods which can be 
utilized : 

a. Shorten the period of time allowed for inspection to possibly the two days 
immediately pseceding the day of opening. 

b. Limit bidding to the day of opening to induce bidders to be present at the 
final day of sale, thus encouraging maximum attendance and permitting im- 
mediate award on bids and removal of property sold. 

e. Since this type of sale is designed to appeal to the local purchaser, no 
attempt would be made to circularize the entire bidders list. Instead, one-page or 
post card announcements should be sent to prospective bidders and displayed in 
post offices and other public buildings within the vicinity. Such announcements 
could be patterned after the format inclosed herein to inform the bidders that 
bid forms and instructions for submitting bids will be available at the place 
of bid. 

d. A “hand out” could be used to explain the basic ground rules for the sale 
to new customers. 

e. Prepare “Cash Sale Slips” and any gate passes required in advance of the 
sale to permit ready payment and removal of property on the day of opening. 


TAXPAYER'S SURPLUS SALE 


This is a variation of the “Spot Bid Sale” and differs in that bidders would 
be required to be present at the sale to bid on the property and would be required 
to pay for their purchases on day of sale. The sale would be publicized by hand- 
bills, public posting, PIO releases, and paid display-type advertising. Property 
selected for the sale would be generally of commercial types and segregated in 
small lots readily removable by the purchaser by motor transportation. Prop- 
erty would be available for inspection at any time between date of announce- 
ment and day of sale. All necessary paperwork such as cash sales receipt and 
property pass would be prepared in advance of each lot, leaving amount of bid 
and name of purchaser blank. Each person attending the sale would be required 
to register and would be provided with a list of property for sale and with a 
quantity of locally reproduced bid forms indicating only lot number, price bid, 
and name and address of bidder. Each lot would be plainly marked and provided 
with a sealed can for deposit of bids as the bidders view the property. At ap- 
pointed hour for sale, the individual in charge would assemble the persons 
interesting in bidding, invite their attention to general and special sales terms 
and conditions set forth on Standard Form 114, and make any other special 
announcements. He then would read the description of item 1, would request 
and receive any further bids, and then would announce that bids on Lot No. 1 
were closed and hand the can to the abstracting and acceptance panel. The pane! 
would quickly determine the high bidder and accept or reject the bid, and so 
advise the individual in charge who would then announce the award. The 
successful bidder would be requested to come forward, make his payment to 
the finance panel, and receive his property pass. This procedure would be re- 
peated for each lot. Any lots on which all bids were rejected could be offered 
for rebid. It might be necessary or desirable to announce the closing of bids 
for several lots prior to announcement of any awards. It also might be desirable 
to provide for posting of deposits by bidders wishing to bid on several lots. 
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TAXPAYER'S 
SURPLUS SALE 


Surplus Air Force Clothing and Miscellaneous 
Hardware will be sold to high bidders at 


WILKINS AF DEPOT 
SHELBY, OHIO 
28—29 January 


SMALL LOTS OPEN FOR INSPECTION 


No red tape — No deposit 
No delays 


For further information call or write 


Depot Disposal Officer 


Tas A-4 


HEADQUARTERS, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base, Ohio, June 10, 1954. 
Subject: Spot Bid Sales. 
To: All ARA’s and AFD’s. 

1. Since the dissemination of Headquarters, Air Material Command letter, 
File MCSYD, dated 16 February 1954, Subject: ‘“Taxpayer’s Surplus Sales,” 
many activities have successfully promoted spot bid sales by various procedures 
and methods all within the bounds of existing regulations. The varied methods 
of spot bid sales have been labeled, “Bid in the Box,” “Site Sales,” “Taxpayer's 
Surplus Sales,” etc. 

2. All variations used have been designed to eliminate “rédtape” to the extent 
that sales may be completely abstracted, awards made, monies collected and in 
many cases removal effected within the same day. These varied methods of 
sale have been conducive to favorable comments by prospective bidders as well as 
means of expediting removal of property at an increase in monetary return. 

3. Inclosed for your information are summaries of procedures used by Mce- 
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Clellan Air Force Base and Wilkins Air Force Depot. These summaries are for anno 
your evaluation and guidance in conducting spot bid sales at your base. There and « 


are many variations other than the inclosed, and possibly the bases at which any | 
these procedures were used have already taken action to improve upon their ment 
methods for their next sale. Submission to this Headquarters of information, at le 
summaries or suggestions pertaining to procedures or techniques employed in Man) 
spot bid sales at other activities is encouraged. 10 
By order of the commander : many 
Cart L. SHARPE, (a 

Lieutenant Colonel, USAF. to the 


For Warp R. BEtTz, (b: 
Colonel, USAF, (¢) 

Chief, Disposal Task Group, attac 
Directorate of Supply and Services. (d 
anno 
(@) 
the re 
(f) 


SumMMaRY—‘Spot Bip SALg,”’ McCLeLLAN Aik FoRCE BASE 


1. A variation of the Spot Bid Sale called “Bid in a Box,” was held at 


McClellan Air Force Base, California, on 1 May 1954. This type of sale may abstr 
be more readily compared with the auction type of sale, and differs in that 8) 


(h) 
(i) 


written bids are received for each lot rather than oral bids. 

2. This was a one-day sale of 422 items or lots consisting of generators, 
air compressors, hydraulic floor jacks, shop equipment, communications equip- Addrs 
ment, folding beds, paint, tents, liferafts, fans, office equipment, typewriters, (J) 
adding machines, and vehicles, most of which were in repairable or salvage (1) 
condition. 

3. Advertising was accomplished by the use of one-page sales announcements 
and paid newspaper advertisements. The one-page announcements were mailed 
to regular buyers and publicly posted. These announcements contained perti- 
nent information about the sales location, inspection time, general categories of 
property for sale, and instructions that bid cards would be available at the 
site of the sale. Publicity was also accomplished by the use of paid newspaper 
advertisements which contained punchlines such as “Bid Today and Take It 
Away,” No Red Tape—No Delay,” including pertinent information or inspection 


date, location, and time of sale. pICKUE 
4. A five-day inspection period was allowed from Monday through Friday, (1) 
and from 0800 to 1000 on Saturday, the day of the sale. Many buyers who were (1) 
unable to inspect during the five-day period were able to inspect the property Forms 
during the 2 hours allowed prior to starting the sale. (2) 
5. The gate to the sales area was opened to the public at 0800 on Saturday, accour 


1 May, the day of the sale. The public was permitted to drive through the 
gate to the parking area adjoining the sales site without registering or any 
delay. 
6. At the sales site, a sales office was set up in a trailer van. This office 
was large enough to accommodate at least six sales representatives, desks, and 
a public-address system. Sales instructions were announced at regular intervals 
over the Public-Address System, by the official in charge, regarding terms and 
conditions, including instructions for the use of registration cards and bid 
ecards. Special instructions and conditions, were posted throughout the sales 
area and were also made available at the sales office. Brochures containing The 
a listing of the property were also available upon request. 
7. Each lot was individually provided with a sealed-bid box which was wired 
to the item and plainly tagged with a description of the contents and lot number. 
8. In order to place a bid, each person was required to take the following 
basic steps: 
(a) Fill out serially numbered registration card with name and address. 
(b) Turn in top half of registration card containing name and address to the 
registration clerk. The bottom half contained only the serial number to be en- for ace 
tered on bid cards, Prov 
(c) Fill out bid card, indicating item number, bid price, registration number, no bids 
and signature of bidder. desirin 
(d) Make bid by dropping completed bid card in box attached to the item | 
desired. 
9. At 0950, the Disposal Officer announced as follows: ‘The first 29 items will 


former 
in ace 
were p 
Inspect 
to insp 
and gir 
was m¢ 


In or 
passes, 
prepare 


he closed at 1000, get your bids in now, no bids will be accepted after closing time.” On ¢ 
At 1000 it was announced that bids were now closed on item 1 thru 29, and 


buildin: 
that the bid boxes would be collected and delivered to the sales office, where the of both 


successful bidder on each lot would be immediately determined and awards 
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announced. This procedure was repeated on another block of 20 or more items, 
and continued until all lots were covered. Bids could be dropped into bid box at 
any time prior to closing time of that particular block of lots. Upon announce- 
ment of each award the successful bidder was required to immediately deposit 
at least 20% of the price bid at the cashier’s window at the sales Office. 
Many buyers made full payment and removed their lots the day of the sale. 

10. Sales were accomplished by a panel in the sales office in the following 
manner : 

(a) As each block of 20 or more lots were closed, the boxes were delivered 
to the sales officer and opened in sequence. 

(b) Bid cards for each lot were clipped together with high bid on top. 

(c) Panel award clerk checked the high bid card against the description tag 
attached to bid box. 

(d) Disposal Officer rechecked high bid card against the upset price and 
announced award or no award over Public Address System. 

(e) Each successful bid card and description tags were rechecked against 
the registration card by registration clerk. 

(f) Unsuecessful bid cards were filed by registration and item sequence for 
abstracting. 

(g) Registration clerk checked successful bid card with cashier for deposit. 

(h) Cashier indicated “deposit,” “full payment,” or “no deposit.” 

(i) On “no deposits,” the successful bidder was requested over the Public 
Address System to make an immediate bid deposit of 20%. 

(j) Cashier accomplished sales ledger as follows: 

(1) Credited payments to buyer’s account. 

(2) Completed payment in full, authorized from lump sum deposits. 

(3) Accomplished “Cash Sales Slip’ (DD Form 649) for all payments in full. 

(4) Accomplished WD Form 325 for payments in full. 

(k) At any time the buyer desired to leave, the following steps were taken: 

(1) Cashier rechecked registration and awards file. 

(2) Cashier rechecked deposits. 

(3) Cashier audited account due and payable. 

(4) Cashier received payment in full and aceomplished DD Form 649. 

(5) Buyer went to deliver unit and arranged for immediate pickup or left 
pickup instructions for a later date. 

(1) Finance Officer and Disposal Officer completed audit at end of sale. 

(1) All DD Forms 649 showing payment in full were rechecked against WD 
Forms 325 and Finance Officer accounts for money received. 

(2) All 20% and lump sum deposits were rechecked and Finance Officer 
accounted for money on SF 1044, “Sehedule of Collections.” 

11. Sales operations were closed for the day at 16: 30: 

(1) Reeords to Disposal Officer. 

(2) Funds to Finance Officer. 

12. Much of the success accorded to this “Bid in the Box” sale must be attrib- 
uted to cooperation of the Finance Officer with the Disposal Officer. 


SuMMARY—Sport Bip Sate, WiLkKins AF DEPpor 


The methods used in this spot-bid sale resemble somewhat the procedures 
formerly known as Spot Site sales. Items were set up in a consolidated area 
in accordance with normal spot-bid lotting procedure. Announcements of sale 
were prepared and mailed to prospective bidders well in advance of the initial 
inspection date. Newspaper advertising was likewise prepared and placed prior 
to inspection. Notices of sale were prepared on Standard Form 114 and 114A 
and given to the prospective buyers during the days of inspection. The property 
was made available for inspection for a period of 5 days prior to day established 
for acceptance of bids. 

Provisions of the notice of sale and advertising used included statements that 
no bids would be accepted during the period of inspection and that all persons 
desiring to submit bids would be present on the day established for bidding. 

In order that the sale might progress expeditiously, cash sales slips, property 
passes, simplified bid forms, numbered bid cards, and bidders’ register were all 
prepared to the extent possible prior to the date of the sale. 

On the day set for receiving bids all bidders were assembled in a suitable 
building with chairs and tables provided for their convenience. (See diagram 
of building facilities and layout.) As the bidders entered the sales room each 
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was required to register and place his signature on a numbered copy of the notice 
of sale. At this time copies of the notice of sale were made available to those 
who had not previously received them. Also at the time of registration each 
bidder was assigned a number for the purpose of expediting the bidding. Sim- 
plified bid forms were provided in sufficient quantity at each table location. 

To start the sale the disposal officer gave a welcoming speech and went over 
the bidding procedure, special provisions, and various terms of the sale. The 
sales monitor then took over the sale and through a public-address system 
announced that bids would now be accepted for item 1. Bidders present indi- 
cated their bid on slips provided and identified their bid by indicating on the bid 
form the number assigned at the time they were registered. After sufficient 
interval, attendants passed through the audience with bid boxes for the purpose 
of collecting bids for item 1. After assurance that all bids were in, the bids 
collected were turned over to the person designated to monitor the awards panel. 
The awards panel was made up of three teams of two people each and the moni- 
tor regulated the workload to the panel. All bids collected for a particular item 
were recorded by the panel on Air Force Form 1044. Bid card representing the 
high bid was then given to the disposal officer who determined whether bid would 
be aecepted or rejected. The bid card representing the high bid was then passed 
to the sales monitor who announced the award or rejection of the bid as deter- 
mined by the disposal officer. The high bid card, if award was made, then 
passed to the cashier. Rejected bid cards were passed to the award panel who 
originally abstracted the item. 

As the cashier received the high bid card on which an award was made, cards 
were filed by bidder number. When the bidder came forward to pay for property 
awarded to him all bid cards representing awards were filed in numerical se- 
quence by bidder number, which facilitated computing total money due and 
signing of cash sales slips. 

At the time collected bids for item 1 were forwarded to the awards panel the 
sales monitor proceeded to accept bids for item 2 and so on until bids had been 
received on each item offered. After all items listed on the catalog had bee 
offered, those items for which no bids had been received or bids prices rejected 
were reoffered for an acceptable bid. 

Under this method of sale, approximately 60 items could be processed each 
hour. Awards for all items were made known by the end of the sale and all 
necessary paperwork was completed either before the sale or during the course 
of the sale. In many instances, items were paid for and removed from the 
installation on the day of the sale. 
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ExHIsIT D—ANSWER TO SUBCOMMITTEE RECOMMENDATIONS RE SALES OF SURPLUS 
PROPERTY 


BUSINESS INCENTIVE 


The subcommittee recommends that the Secretary of Defense consider imme- 
diately means to bring about higher returns to the Government from sales of 
surplus property. 

1. Air Force accomplishments with regard to the use of auction and spot bid 
sales have been submitted under separate cover in folders entitled “Auction Sale 
Survey” and “Spot Bid Sale Survey.” 

2. Subsequent to the Subcommittee hearings at Air Force installations, Head- 
quarters, Air Materiel Command, seriously considered those areas wherein the 
Subcommittee had found fault with Air Force merchandising methods. While 
all discussions had centered around the term “merchandising,” it was determined 
that this subject comprised two parts; namely, marketing and merchandising. 
All studies of marketing ultimately led to the conclusion that there was need 
for a centralized system for maintaining the names of prospective bidders. A 
centralized system would enable prospective bidders to secure announcements 
of Air Force sales by contacting only one location. The system would also insure 
that bidders receive notification of sales of that property in which they are inter- 
ested. Addressograph, Elliott, and International Business Machine equipments 
were considered and a decision was reached to standardize on the lastest type 
of addressograph equipment. The National Bidders Control Branch was estab- 
lished at Kelly Air Force Base, San Antonio, Texas, and began operation 1 Sep- 
tember 1954. The system is still undergoing refinements to correct problems 
which arose from operation, but has definitely proven its worth in securing 
maximum competition and by completely eliminating complaints from prospective 
buyers that they were on the Air Force Bidders’ List but had not received notifi- 
cation of Air Force sales. This complaint was rather general under the previous 
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system wherein a number of Bidders’ Lists were maintained by Air Force 
activities. 

38. The USAF Property Disposal School at Hill Air Force Base, Utah, has 
had a noticeable effect on Air Force merchandising and has improved all phases of 
the Air Force disposal operation. Information regarding the school has been 
submitted under separate folder entitled “USAF Property Disposal School.” 

4. Air Force disposal efforts are complicated by large quantities of property 
possessing little general commercial application. Usually this type of property 
is also very expensive. Special effort has been directed toward this type of 
property as indicated by folder entitled “Electronic Material Market Survey,” 
which was submitted under separate cover. 

5. In their comments preceding the above recommendation, the Subcom- 
mittee stated: “The Subcommittee observed a virtual absence of normal business 
incentives for more profitable operation of the disposal program.” In those 
areas of disposal which are most susceptible to the application of business 
methods, the Air Force has constantly sought to apply industry standards and 
practices which would make the disposal operation more profitable. The pro- 
cessing and sale of scrap and waste material is an area of this type. 

a. A classification guide for scrap and waste materials is available to all Air 
Force disposal personnel worldwide in Volume XIII, Air Force Supply Manual! 
67-1. This classification guide is based upon standard industry classifications 
maintained by the National Association of Waste Material Dealers and the 
Institute of Scrap Iron and Steel. The Air Force classification guide is revised 
whenever changes occur in the standards maintained by the scrap industry. 
Trade publications, such as Waste Trade Journal and Daily Metal Reporter, 
are constantly reviewed by disposal personnel at Headquarters AMC and at the 
Air Materiel Areas. Through segregation and classification to industry stand- 
ards and by comparison with the quotations reflected in trade publications, the 
Air Force is able to evaluate and obtain returns for scrap and waste materials 
equal to those obtained by industrial concerns disposing of scrap. 

b. The processing and sale of scrap aluminum resulting from the wreckage. 
reclamation, or maintenance of aircraft has been a continuing problem within 
the Air Force. Disposal personnel at Headquarters AMC, through observation 
and study of industrial methods, concluded that handling and storage problems 
and personnel hazards could be reduced, demilitarization could be assured, and 
costs therefore eliminated, and the Government could receive a higher return 
through the reduction of the scrap to ingots in sweating furnaces. In January 
1953, Headquarters USAF approved the installation of aluminum sweating 
furnaces at Tinker Air Force Base, Oklahoma, and McClellan Air Force Base, 
California, on a service-test basis. The establishment of these service-test 
operations was immediately protested by individual scrap dealers and by the 
National Association of Waste Material Dealers. It was alleged by the scrap 
dealers that this operation was an intrusion into the field of private enterprise 
and that the Air Force could neither efficiently nor economically perform the 
operation. Air Force cost and operation data were subsequently challenged by 
the National Association of Waste Material Dealers and by the Senate Sviect 
Committee on Small Business. The Air Force obtained the services of Wheeler 
Associates, Inc., Cleveland, Ohio, a firm of nationally known consulting engi- 
neers, to audit the cost data and to evaluate the operation. Transmitted here- 
with (Tab B-1) are copies of the report of audit and evaluation prepared by 
Wheeler Associates, who summarized: their findings in the following state 
ment: “It is our opinion that the operation of sweating aluminum from con- 
taminated scrap provides a greater net savings to the Government of fhe 
United States than is possible under other methods of scrap disposal.” 

ce. Air Force attempts to secure better returns from the sale of sera and 
waste material through better segregation or preparation by the use of baling 
presses or aluminum sweaters have met with considerable opposition from the 
serap industry. Evidence of this fact may be had from hearings on the FY 55 
Department of Defense Appropriation Act (P. L. 458) and from the fact that 
the law prohibits the use of certain funds for the procurement of aluminum 
sweating furnaces, metal shears, and baling presses without approval of the 
Secretary of Defense. 

6. Under the ahove subiect, the Subcommittee also commented: “The Sub- 
committee concludes that the rates of return from current sales operations are 
too low, but that the realization is probably as high as can be obtained under 
the authorized sales methods.” In a talk before the Air Force Disposal (on- 
ference at Kelly Air Force Base, San Antonio, Texas, on 30 March 1955. Mr. 
Lee Lloyd, Chief, Disposal Branch, Property Utilization Division, General Serv- 





ices 
secul 
to th 
unab 
of sa 
4, Se 
cies ; 
reaso 
prope 
positi 
imme 
bids | 
to th 
the n 
be br 
ticula 
are © 
be cay 
fraud 
gener; 
intere 


aim 
the 


‘nb- 
are 
der 


‘on- 
Mr. 


ery: 


ADMINISTRATION OF SURPLUS PROPERTY DISPOSAL 685 


ices Administration, Washington, D. C., commented that he had been able to 
secure a very high return on a quantity of bearings through negotiating a sale 
to the original manufacturer. The owning agency (not Air Force) had been 
unable to secure an acceptable return for these bearings under authorized methods 
of sale. Regulations of the General Services Administration, Title I, Chapter 
4, Section 302.02, entitled “Negotiated Sales,” states: “Generally, holding agen- 
cies are authorized to sell surplus property by negotiated sale where: (a) the 
reasonable recovery value involved in any case does not exceed $500; (b) the 
property is such a hazard to health or property as to require immediate dis- 
position; (c) the property will spoil or deteriorate so rapidly as to require 
immediate disposition; and (d) after adequate advertising . . . no acceptable 
bids have been received; providing that all responsible bidders who responded 
to the previous advertising shall be offered an opportunity to participate in 
the negotiations.” It appears that the authority for negotiated sales should 
be broadened to permit the military services to conduct negotiated sales, par- 
ticularly with manufacturers. It would appear that if the military services 
are capable of buying property valued at billions of dollars they should also 
be capable of selling the property by negotiation without danger of widespread 
fraud or collusion. Air Force experience has proven that manufacturers are 
generally reluctant to bid on surplus property in open competition but are 
interested in negotiating for certain specific items and quantities of items. 


Exuisir E—UNrrTrep States Arr Force DISPOSAL PROGRAM 
Tas B 
USAF Dtisposat Concepts 


Large quantities of excesses will be continually and inevitably generated by 
the Air Force due to the— 

a. Annual computation of requirements accomplished concurrently for 
Budget, Buying, and Disposal Programs. 

b. Periodic changes to AF Missions and Programs. 

c. Rapid obsoletion rate of reciprocating and jet aircraft and related 
support equipment due to technological improvements and conversion to 
missile-type weapons. 

d. Administrative, condition, and technical condemnation of materiel. 


Tas C 
USAF D1sposat OBJECTIVES 


To conduct an efficient and controlled USAF disposal program by— 

a. Tightening the prime depot control of base excesses. 

b. Continually reviewing AF stocks to assure purging of inactive and 
obsolete items. 

e. Determining quantitative accesses concurrently with Budget and Buying 
Programs. Removing these excesses to make maximum use of available 
storage space and to minimize maintenance and storage costs. 

d. Providing other Federal Agencies with listings of AF excesses for 
possible utilization to reduce new procurement. 

e. Obtaining for the Air Force excess materiel of other Federal Agencies 
for which a requirement exists within the Air Force. 

f. Improving and developing new techniques in the merchandising and 
marketing of AF surplus property to provide the highest monetary return. 

g. Standardization of demilitarization policies and methods to preclude 
the destruction of commercially salable materiel. 

h. Restriction of reclamation action to items for which a bona fide AF 
requirement exists so as not to destroy the potential utilization of the item 
by other government agencies. 
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Tas D 


Recapitulation of project “spring clean” excesses 


Class 


01-B(L-5) - -- - 

01-B(A-10) - - --- 

01-C(C-46) .. .--.-- 

01-D(B-26) -.----- 

01-D(C-47) .._.--. 

01-D(C-54) - -- -- 

01-F(B-17) - - --- 

01-F (B-29) - - - .--- 

01-H(T-7) -- 

01-M(T-6) -__- c 

ES ao). sb pun cdmbbedsobodepian 
01-M(B-25) - ; polation haba abet s 
01-M(F-51) --- ‘ nat 

01-M (F-82) - .- , 

O1-N (F-47) - : 
02-D-2 (Pts- Wright- Recip.- Eng.) -. Heels 
02-H-2 (Pts-P W A-Recip.—Eng.) - - pals 
02-I-2 (Pts-Allison-Recip.—Eng.) - -- et 
02-J (Pts-Packard-Recip. oe! ) 

03-A (Propellers) - 

03-B (Wheels) - 

03-C (Elec. Equip.) .. 

03-D (Carburetors) - 

03-E (Turbo Super Che argers) _- 

03-F (Misc. Access.) 

03-G (Hydraulic Struts) - - - 

03-H (Ignition System) - - - 

03-I-1 (Fuel Pumps) ------ 


03-I-2 (Fuel EDL keane’ daer WaT NT as ‘ 


03-I-3 (Fuel Pumps) 
03-J (Mise. Aire. Access.) 


03-L (Aux. Fuel Tanks) .__-- iiviod: Lak Ook. 


03-M (Rotary Wing) - - -- 


04-D (Bearings) - icine ha ai Rte 


05-A (Nav. ee 


05-C (Flight Instr. Bist e.2oe Se eee 
CRON Didi. cinco ds cacine ede phnes~shecpannd senate 
05-F (Automatic Pilot) --...---.-.-.---.- eis wean dhe 


oo cans, cn nine ania inepiteien 


05-H (Training Aids) ........-.-...------------ gs ihe 


ey ee seaaanded : 


06-B (Lubricants) -.-...-.------ pki aie cotadon 


07 (Paints)......-- 

08-A (Comm. Elec. Equip.) -- 
08-B (Elec. Supplies) - = 
08-D (Field Light Equip.) 
08-F (Elec. Wire) -- 


10-A (Photo Aerial Equ uip.)-- A Rie ihe eae 


10-B (Photo Ground Equip.) -- 

10-C (Photo Supplies) - 

10-D (Motion Picture Equip. y:. 

11-A (Bombing Equip.) - - - - - 

11-B (Gunnery Equip.) ------- 

11-E (Fire Control System) tanks Ses 
13-C (Personal Equip.) - - Suaeionaceerds 
13-D (Footwear) .....-.------- 
13—H (Insignia) ----- - 

16-B (Radio Equip.) ---- 
16-C (Radar Equip.) - -- 
16-H (Meterological Equip.) - 
16-L (Telegraph Equip.) 
16-M (Ground Radio) - 

16-N (Telephone Equip.) 
17-A-F & I (Shop aed ) 
17-B (Hand Tools) - . 

18 (Specialized Tools). 

19-A (Hangar Equip.) - 

19-D (Marine Equip.) 

19-G (Materials Handling) - - 
20-A (Paulins & Covers) 
21-A (Textiles) 

21-B (Notions) - - - - 

23-A (Metals) - 

24 (Chemicals) ; 

25-A (Office Equip.) .< 
25-B (Office Supplies) ; 

29 (Hardware) . 

34-A (Air C onditioning) - 


Prime depot 


SAAMA._ 
MOAMA 


__| MAAMA... 


SRAMA. .:...2... 
SBAMA..-..---..- 
SBAMA..------ 
Gadsden -- 


| OCAMA......._-| 


SAAMA.....- | 
SAAMA..-. 
SMAMA... 
SBAMA.. 
SMAMA... 
SMAMA... 
MAAMA 
MOAMA 


WRAMA 
OOAMA..... 
SAAMA.. pom 
I | | 


Mallory-..--------| 
MAAMA.....__.- 
MAAMA..._.___. 
MAAMA........-. 
MAAMA... 
MAAMA... 
MAAMA ti oe 
MAAMA.........| 
DEAD IEA. Qc. woe 
Topeka- - _-- 
Rome. J 
Rome-. 
Rome_.--- ais 
ie cake 
MOAMA..____-- 
MOAMA.....---. 
EE eskens= : 


__| MOAMA 


WRAMA_- 
WRAMA... 
WRAMA... 
Wilkins_-- 
Wen cos 8 dias 
er cc ientaistirinse ; 


Rome ‘ ; 
I  itnmeninns 
Rome 


| Rome 


WRAMA 
Mallory... 
Topeka- - - 
Wilkins 
MOAMA 
Wilkins----. 
Wilkins 
Wilkins. -_-_-.- 
Wilkins_-. 
Topeka. . - 
Topeka 
Mallory 
Mallory 
Topeka. - 
Gadsden 





Excess 


Items 


276 | 


910 
602 


758 | 


716 
018 
709 
, 093 
, 219 
940 
70 

1, 616 
589 
, 623 
1, 206 
398 
894 


— BS On 


_ 


543 | 


1, 168 
502 
138 


536 | 


369 
178 


535 | 


211 
159 
208 

14 
176 


16 | 


15 
0 


20 | 
16 | 


Dollars 


582, 361 


957, 707 
10, 199, 510 


417, 961 


1, 840, 150 
7, 964, 977 


1, 536, 403 
7, 503, 963 
1, 064, 119 


1, 158, 296 


3, 937 


5, 735, 336 
737, 106 
6, 433, 122 


12, 991, 453 


8, 095, 736 


15, 971, 599 
1, 007, 399 


7, 979, 029 


18, 827, 116 
212, 812 

5, 948, 725 
641, 625 
655, 027 
2, 917, 936 
2, 579, 597 
2, 331, 199 
669, 809 
385, 676 

3, 248, 427 
6, 675 
673, 205 

0 

, 384, 230 
254, 361 
28, 357 
465, 745 
7, 460, 272 
801, 039 
134, 180 

0 

69, 298 
78, 882 

0 

129, 853 

0 


0 

, 253, 465 
30, 099 

5, 169 

61, 357 
282, 713 
3, 785, 638 
, 429, 371 
5, 930, 225 
310, 163 

, 595, 933 
, 430, 778 
949, 288 
763, 415 

0 

140, 344 

, 071, 160 
411, 653 
3, 809, 320 
3, 324, 954 
581, 480 
68, 152 
508, 626 
2, 478, 757 
, 282, 467 

, 846, 345 
10, 405 

0 


36, 163 
348, 860 
, GOI, 049 
0 
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Ree nastelation of greteet rapring clean” excesses—Continued 


Excess 
Class Prime depot _ tate a 


Items Dollars 


34-B (Plumbing) - - .__- Gadsden 0 0 


38 (Timekeeping Instr.) WRAMA 293 142, 651 
40-A ee ‘ ’ Gadsden. sé 0 0 
43 (Packaging Materials) ________- Sie Gadsden - 0 0 
51-A (Eng. Pts. Non-Aire.) WRAMA...._-- 1, 500 1, 673, 747 
51-H (Elec. System) (Non-Airc.) ---_- WRAMA 72 61, 165 
51-I (Fuel System) (Non-Airc.) ; ; ... WRAMA 262 141, 563 
51-J (Filters Non-Aire.) . ‘ Labs. sci ad WRAMA 89 139, 622 
51-K (Cooling System Non-Aire.) WRAMA 58 94, 325 
52-A (Vehicular Body Assm.). _- WRAMA 125 37, 852 
52-B (Vehicular Transmission) WRAMA (64 979, 185 
52-C (Vehicular Brakes) --_.--.-- chin WRAMA ‘ 368 428, 271 
52-D (Vehicular Access.) - - - : : WRAMA..__- 16 9, 493 
52-E (Fuels Service) (Spec. -Purpose) : WRAMA 30 31, 924 
52-F (Fire Fighting Equip.) - ; i WRAMA 23 10, 072 
52-G (Mise. Equip.) . 4 WRAMA 50 82, 610 
52-H (Construction Equip.) - i WRAMA 10 12, 462 
58 (Railroad Equip.) ah MAAMA 0 0 
64 (Food Service ae = Mallory 134 3, 238, 277 
69 (Animal Equip.) ___-. - .| Mallory 15 13, 012 
70 (Agricultural Equip.) - Gadsden 0 0 


34,079 | $201, 617, 790 
144, 275, 458 


Total excesses Fae $345, 


Total. 
Excess aircraft engines_ 


, 893, 248 


STATEMENT OF POLICY—RETENTION OF USAF PERSONAL PROPERTY, FiscaL YEAR 
1954 AND FiscaL YEAR 1955 


(Approved by the Assistant Secretary of the Air Force on 4 December 1953) 
. 

The Department of the Air Force will retain all available materiel, wherever 
eat ated, in quantities sufficient to meet Air Force requirement for national se- 
curity with maximum effectiveness. Nonsubstandard and obsolete items will be 
removed from the USAF inventory concurrently with the availability of adequate 
quantities of standard or limited-standard items. 

2. To implement the above policy and to further the aim of. preventing loss, 
deterioration, and waste of materiel, the following criteria are established: 

a. Aircraft spares and items having peculiar application to aircraft——Reten- 
tion of these items will be based on supporting : 

(1) The aircraft model (models) through its complete program life in the 
USAF inventory. (To include current war capabilities and mobilization 
plans requirements and to be reviewed against scheduled revisions thereto. ) 

(2) Programed MDAP requirements. 

b. All other Military Type Items.—Retention of these items will be based on 
supporting— 

(1) The larger of— 

(a) Current year operating program requirements for the regular 
establishment, reserve forces, etc., times 4, or 
(b) Current war capabilities and mobilization plans requiremente. 

(2) Programed MDAP requirements. 

e. Commercial Type Items.—(1) Centrally procured commercial type items will 
be retained within the USAF inventory to support the regular establishment, 
reserve forces, etc., in quantities sufficient to satisfy the larger of the following: 

(a) Current year operating program requirements times 4, or 

(b) Current war capabilities and mobilization plans requirements. 

(2) Depot stocks of items changed from central purchase to local purchase 
will be depleted prior to authorization for local purchase action. In order to pro- 
vide for a positive attrition period, however, stocks of items will be disposed 
from depot inventories at the time the local purchase designation is made, if 
quantities are in excess of the following: 

(a) Quantities necessary to support operating program requirements for 
the current and next two succeeding fiscal years ; plus 

(b) Quantities necessary to satisfy requirements for the period “D through 
D plus 90 days.” 
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3. The above criteria establish requirements for retention of Air Force materiel 
assets for a maximum period of time. It is recognized that certain items should 
not be retained in quantities sufficient to meet the foregoing criteria. Deviations 
to these criteria may be made when: 

a. Items will deteriorate in storage to the extent that economical repair cannot 
be effected. 

b. Items are applicable to aircraft programed for 12 or more years of 
additional life. Cost of recovery, storage, preservation, preparation for issue, 
etc., will be compared with estimated new procurement cost minus estimated 
return from sales in determining whether stocks in excess of 12 years supply will 
be retained. 

4. Major end items (replacement type items of a unit value of $1,000 or more, 
such as special purpose vehicles, major radars, etc.) and aircraft engines be- 
coming excess to Air Force requirements under the above criteria will be referred 
to Headquarters USAF (AFMSS) for review and approval prior to disposal. 
Consumption type items and replacement type items of a unit value of less 
than $1,000 are not subject to this qualification, and final authority to initiate 
disposal action is vested in the Commander, Air Materiel Command. 

(Note: This policy supersedes policy on same subject dated 9 May 1952.) 


Tas G 


Fiscal year 1955 disposal program—Depot summary as of May 31, 1955 


Depots ss Depots ——— a 


Items | Dollars Items Dollars 


— ——— — | — - _ — — — 


Oe i ii ad 6,767 | $144, 765, 756 
MOAMER. ccc 2. 4, 687 9, 145, 525 
57? reer ee 5, 581 48, 059, 574 || Topeka oot 9, 947 18, 810, 350 
CADE Aint ic bid Bcci swansea 6, 828 15, 414, 940 Wilkins 997 3, 895, 210 
eke 9, 446 76, 298, 308 ———_-|-—-—_ 
Senta oe So | 8,985 | 8, 683, 809 || -| 85,316 | 506, 570, 775 


SG WMa oo ails Bee 14, 278, 590 || Excess Engines... ____- 157, 265, 190 


We M2 hoi cctieesi 8, 942 131, 640, 347 || > Nima igleme a ectaeemniieas 
Gadsden 4, 633 | 7, 174, 598 i Grand total 663, 835, 965 
Gentile 525 | 4,993,118 |} 


I id a cing benihins 10, 050 $14, 214, 101 
SA, < cicaoteaeas wanna 3, 950 9, 196, 549 


Excess Excess 


AMC LETTER 
NR 68-15 
HEADQUARTERS, AIR MATERIEL COMMAND, 
WriGHTt-Patrerson Atr Force BASE, 
21 June 1955. 

Subject : Time phasing for the FY 56 disposal program. 
To: Commanders, Air Materiel Areas. 

Commanders, Air Force Depots. 

Commander, Wright-Patterson Air Force Base. 


1. Purpose.—To establish time limitations for completion of the FY 56 Disposal 
Program to be used in conjunction with the criteria for computation of retention 
levels in accordance with AMC Letters in the 57 series and the procedures for 
determining and processing USAF excesses as contained in AMCR 67-11. 

2. General.—Compliance with the time limitations set forth herein will insure 
early elimination of determined USAF excesses from the AF supply system and 
will preclude the cost of continued care and handling of property no longer 
required by the Air Force. Inability to meet these time limitations will be sub- 
stantiated in writing to the Commander, AMC, attn: MCS. 

3. Procedures.— 

a. Computation of retention levels and potential excesses will be completed 
not later than 30 September 1955. 

b. AMC Form 152, “Master List of USAF Excesses (AMC),” will be prepared 
by the prime depot at the earliest practicable date and disseminated to the zonal 
depot not later than 15 November 1955. 

c. The zonal depot will process AMC Form 152 and furnish recapitulation 
to the prime depot within 30 days after receipt or by 15 December 1955, which- 
ever is the earliest date. 
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d. The prime depot will process to completion the AMC Form 152 within 
30 days after receipt from the zonal depot or by 31 January 1956, whichever is 
the earliest date. 

e. Prime and Zonal classes will effect transfer of all actual excesses from 
active account to the disposal activity not later than 1 March 1956. 

4. Termination of instructions.—This Letter will be rescinded upon completion 
of the FY 56 Disposal Program. 

By order of the commander: 

NEAL J. O’BRIEN, 
Colonel, USAF, Adjutant. 
Official : 
NEAL J. O'BRIEN 
Colonel, USAF 
Adjutant 


Distribution: A 


Tas I 


Summary of AF surplus property disposals (calendar year) 


1954 
mnnage of Surplus Disposals ug ° ‘ 197, 000 
Dollar Value of Surplus Disposals | $27 $816, 000 000 
Dollar Value of AF Property Transferred to Other Federal Agencies . 3, 5E $5, 845, 000 
Dollar Value of AF Property Donated a s 758, $7, 425, 000 
Dollar Value of AF’ Property Further Utilized by the Air Force -| . $25,117,000 | $24, 525, 000 
Proceeds Received From Sales . ‘ $9, 582, 000 | $19, 250, 000 


Exuisit F—SaA te or C—82 AIRCRAFT 


The 93 surplus C-82 aircraft were reported through Headquarters, United 
States Air Force, and the Department of Defense to the Department of Com- 
merce to obtain market impact clearance in accordance with Department of 
Defense Instruction 4160.4. (See Tab. 4.) Market impact clearance was re- 
ceived 5 January 1955. (See Tab. 1.) General Services Administration also 
granted a waiver to the requirement for offering these aircraft for donation to 
Department of Health, Education, and Welfare. (See Tab. 2.) 

Headquarters, United States Air Force, in message AFMSS—OP-3—33303, dated 
17 March 1955, advised this Headquarters that a press release on the sale of C—82 
aircraft was issued jointly by the Civil Aeronautics Board and Department of the 
Air Force under Washington 17 March 1955 deadline. At the request of Head- 
quarters, United States Air Force, in referenced message, a form letter outlining 
the press release was immediately mailed to all bidders originally solicited by 
Kelly Air Force Base. This release warned buyers that considerable and expen- 
sive modification would be required before CAA licensing approval could be 
granted. (See Tab. 3.) 

Invitation for Bid 41—608—s—55—41 was issued 25 February 1955 by the Con- 
tracting Officer, Kelly Air Force Base, Texas, for the sale of 63 of the aircraft 
located at Kelly Air Force Base and 30 located at Hill Air Force Base, Utah. 
Approximately 1600 bids were issued. (See Tab.5and6.) Bids were opened at 
Kelly Air Force Base on 30 March 1955. Provisions were made for alternate 
bids. Bids were received from 42 prospective buyers. (See Tab. 7.) Many of 
the bids submitted were for groups of aircraft with many stipulations and quali- 
fications concerning selection of other aircraft if they were not considered high 
on the group on which they bid. The invitation for bid was reviewed by person- 
nel at Headquarters, Air Materiel Command, and Headquarters, United States 
Air Force, prior to issuing the invitation to prospective bidders. Bids submitted 
in the manner outlined above were not foreseen at the time. In fact, from the 
manner in which the aircraft were offered, the bids received were not considered 
to be in aecordance with the provisions of the invitation. 

[ue to the many qualifications in the bids, the Contracting Officer at Kelly Air 
Force Base was unable to arrive at a decision as to awards. A representative of 
the Contracting Officer, Kelly Air Force Base, contacted the Director, Procure- 
ment and Production, Headquarters, Air Materiel Command, for technical assist- 
ance in evaluating the bids. The Staff Judge Advocate was then contacted for 
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legal assistance. Due to the circumstances of the sale, the Judge Advocate Gen- 
eral recommended that all bids be rejected and the aircraft be readvertised. His 
recommendations were coordinated with the Office of the General Council, Head- 
quarters, United States Air Foree. The recommendations of the Judge Advocate 
General were relayed to Kelly Air Force Base by the Office of the Director of 
Procurement and Production, Headquarters, Air Materiel Command. 

On 28 April 1955, a meeting was held in the Directorate of Procurement to 
discuss a plan to readvertise the C—S2 aircraft. Representatives of all appro- 
priate offices were present. After much discussion, it was mutually agreed to 
offer the aircraft in units of one each and not permit alternate or lot bidding. 
In this respect, only individual bids submitted for each aircraft will be considered, 
The proposed course of action was discussed with Headquarters, United States 
Air Force representatives, prior to the release of the Invitation for Bid to 
interested buyers. Invitation for Bid 41-608—-s—55-—50, dated 4 May 1955, was 
issued by the Contracting Officer, Kelly Air Force Base. Each aircraft was 
offered separately with no provisions for submitting alternate bids. (See Tab 
S and 9.) 

Acceptable bids were received for each of the 93 aircraft offered for sale; 
however, awards would not be made in those cases where one individual or firm 
was the high bidder for three or more aircraft until clearance is obtained from 
the Department of Justice as the acquisition cost exceeds $1,000,000. 

Bids were received from 66 prospective buyers; twelve of which were success- 
ful. The lowest award for one aircraft was $6,802; the highest award for one 
aircraft was $15,000. Scrap value of one C-—S2 aircraft is estimated to be 
approximately $4,000. (See Tab 10 and 11.) 

The following inclosures are submitted in connection with this summary: 


Tab 1. Teletype AF MSS—OP-3-30732—containing market impace release 

Tab 2. Teletype AF MSS—OP-3-53030—G. S. A. waiver on donations to T. E 
and W. 

Tab 3. Press release for sale of C-82 by CAA and Air Force 

Tab 4. Photographs of C-S82 aircraft 

Tab 5. List of bidders solicited on Invitation For Bid No. 41—GO08—s—55—41 

Tab 6. Copy of Invitation For Bid No, 41-608—s—55-50, dated 25 February 1955 

Tab 7. Copy of Abstract of Bids 

Tab 8S. List of Bidders solicited on Invitation For Bid No. 41—-608—s-—-55-50 

Tab 9. Copy of Invitation for Bid No. 41-608-—s—55-50, dated 4 May 1955 

Tab 10. Analysis of successful bidders 

Tab 11. Copy of Abstract of Bids 
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DE JEPHQ 929 

P 0 5191224 

FM HEDUSAF Wash, D. C. 

To COMAMC Wright Patterson AFB Ohio 

BT 

Cite 30732 for MCSJ. sale of 93 each C—-S2A surplus aircraft authorized as 
proposed your rad MCSYD-—9-30-EF dtd 25 Sep 54. Commerce advises no prob 
ably commercial impact in this sale. OSD advises this action not to be con 
sidered precedent and future sales of aircraft will be made under terms of 
DOD directive. 

4160.4 

BT 

05/1936Z Jan JEPHQ 
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Tap 2 


UBB 
D69GAPLS 
BT 219P 
DY 6@ via CI 498 
CI WAD GD F 5.3939 81 
Washington, D. C., 19-19-54 1%6PM 
COMMANDER, AIR MATERIEL COMMAND, 
Wright-Patterson Air Force Base 
(Attn. J. P. Haines, MCSJ, Dayton Ohio). 

You advised Mr. Lloyd on 19-15-54 that approximately 49 aircraft C—S82 type 
were about to become surplus and that recovery from competitive bid sale might 
aggregate four million dollars. In line with Mr. Thomas interim wire of 1#—18—54 
this is to advise you that the aircraft referred to have been determined non- 
donable In order to avoid in advance any misunderstanding on the part of eli- 
gible donees. DHEW officials informally advised of this action who indicated no 
protest would be interposed. 

CLIFTON E. Mack, 
Commissioner, Federal Supply Service, 
General Services Administration, Washington, D.C. 
1f-1554 4% C-S2 10-18-54 
ERR 229P 
PLS ACK 
REC1 


Tas 3 


HEADQUARTERS, SAN ANTONIO Atk MATERIEL AREA, 
Kelly Air Force Base, Texas, 19 March 1955. 


SAPPSS 

Subject : Sales of C—S2 Aircraft 

To: Potential Buyers of C—82 Type Aircraft presently being offered on Invitation 
to Bid Sale 55-41 at Kelly AFB, Texas, and Hill AFB, Utah. Bids will be 


opened 30 March 1955. 

The folowing press release is quoted for your information, however, this press 
release in no way effects or alters terms or conditions as stated in the invitation 
to bid: 

“The Air Force recently announced the forthcoming sale of a number of surplus 
Fairchild C-82 Packets. The Civil Aeronautics Board and the Department of the 
Air Force stated today that all airplanes used in U. 8S. civil operations are required 
by law to be certificated as airworthy in accordance with regulations established 
by the board. At the present time, except for limited special purposes not for 
compensation or hire, airplanes of the size and weight of the C-82 Packet are 
eligible for certification only in the so-called transport category. The C—&82 
Packet does not now meet the requirements of the transport category at military 
operating weights. The extent of the modifications necessary to permit certifica- 
tion of the C-82 Packet for economical civilian use are presently unknown but 
they may be substantial and costly. Prospective purchasers, it is assumed, will 
he aware of this fact, and undoubtedly will have plans for modifying these air- 
craft to meet the tramsport category requirements at economically feasible 
operating weights. As a matter of precaution to themselves, however, such 
prospective purchasers are urged to consult the CAA the agency responsible for 
ensuring that certification requirements are met, as to the general feasability of 
their plans for meeting these requirements prior to committing themselves to 
purchase these airplanes for U. S. civilian use. The board stated that it did 
hot contemplate issuing any waivers of the transport category requirement in 
connection with the certification of these aircraft.” 

Sincerely, 
STELLA A. MAHAVIER, 
Contracting Officer, 
Directorate of Procurement & Production. 
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